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x Testimony of Barbara Wyllie-pecora
In Opposition of Settlement Agreement
Arizona Public Service Company Docket No. E-01345A-08-0172

WHAT IS YOUR NAME AND BACKGROUND?

Barbara Wyllie-Pecora. I am a mortgage broker, a real estate broker and vacant land owner.

WHY DID YOU INTERVENE?

I heard that the Arizona Corporation Commission removed the 1000 ft. free electric extension
and I thought, "who are they to make a decision like that without notice to existing property
owners? Maybe I missed it and am 'grandfathered' in?" So, because the economy fell in the tank
and my mortgage business ceased to make any money, I decided I would look into this issue.
Yes, this economy gave me the time to learn about the "system" and draw some conclusions of
my own.

WHATARE YOUR CONCLUSIONS AFrER RESEARCHING SERVICE SCHEDULE 3?

First, the ACC made this 'change' in the summer of 2007, which had been in place since 1954.
We are now in 2009 and the media and politicians say we are living in a period of extraordinary
uncertainty in the economy and financial markets. Twenty years from now history may say we
lived in an economy worse than the Great Depression of 1929. I know they try to refer to the
present as a recession, but ask anyone who has lost a job, their home or can't afford to get
power to their property. Are they depressed?

Second, let's say someone could buy an acre of vacant land for $30,000 and the power

extension was free. Now, move ahead 5 years, and that 'someone' is ready to build their home

on that vacant lot. Lo and behold, they find out a 'change' has taken place. Not only is the cost

of the power extension not free, but it will cost them $25,000l How much is their vacant, one-

acre lot worth now? Say the taxes on the property were $900 in 2003, and in 2008 the property

taxes increased to $2,600. Is this fair? I would say a government agency devalued their property

and all affected property owners in Arizona should be reimbursed.

DOESTHIS CONCLUDE YOUR TESTIMONY?

A.

A.

A.

Q.

Q.

A.

Q.

Q.

Yes, and I thank the Arizona Corporation Commission for considering my testimony.
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Arizona Utilities - Modifications to Extension Policies - Impact Analysis

Executive Summary

Purpose
Elliott D. Pollack & Company was retained by Arizonans for Fair Power Policy to perform a
limited impact analysis of the recently modified policies of Arizona Public Service (APS),
Tucson Electric Power (TEP) and UniSource Energy Services (UES Electric) to eliminate "no-
cost" electrical service extensions to residential lots and subdivisions. The modifications also
eliminated related refund schedules and feasibility analyses for commercial developments and
residential subdivisions .

Among the changes to the APS service schedule was the elimination of a no-cost extension of
electric lines up to 1,000 feet to residential dwellings. The previous no-cost extension was
capped at $25,000 with the cost being recouped through existing rates to all customers. The
schedule now reads that all costs of extending service, including backbone and infrastructure
electrical facilities are to be home by the applicant (typically a builder or homeowner).

Shortly thereafter, the Arizona Corporation Commission (ACC) approved a proposal by TEP to
eliminate free extensions of electrical service lines up to 500 feet to new homes or subdivisions.
In addition, the ACC approved the elimination of free service extensions (400 feet of primary,
150 feet of service line and one pole) by UES Electric, which covers much of Mohave and Santa
Cruz counties.

APS estimated that the annual construction cost of line extensions for new service was
approximately $9 million. Over the last four years, APS estimates that the average cost of
extensions have been approximately $9,200 per extension. However, new estimates submitted
by APS in recent settlement documents assert that an overhead extension between 500 to 1,000
feet would cost $14,000 to $19,400. By shifting the cost of construction to new customers, the
assertion is that rates will decrease, or not increase by as much in the future, for current
customers. This also allows for growth to pay for itself.

Potentlol Effect of Revised Extension Policies
The changes in line extension policies instituted by APS, TEP, and UES could have an impact on
residential development and the value of vacant lots and land, primarily in areas where homes
are built on large lots and where individual electrical service extensions must be made to a home
site. Sales data of recent transactions from individuals with land holdings in the far west part of
Greater Phoenix (Tonopah region) have been compiled to assist in the analysis. Most of the land
would have been allowed electricity extensions free of cost under the previous APS schedule.
Under the new schedule, homeowners will be required to pay for any extensions.

There are many factors that affect the price of land including the availability of water, access to
the property, paved and unpaved streets, sewer service or septic tank acceptability, surrounding
uses, and similar concerns. One of the most important is electrical service since most homes are
not designed to function without the service. With the recent change in electrical extension
policies, the cost to extend electrical service to a home site is an issue not previously encountered
by prospective homeowners. Without conducting a detailed statistical analysis of land prices in
the rural parts of Greater Phoenix, sales data suggests that the distance from electrical service

Elliott D. Pollock & Company
www.orizonoeconomy.com
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Arizono Utilities - Modifications to Extension Policies - Impact Anoiysis

could be having a negative effect on sales prices. with the added cost to place a home on a lot,
at least a portion of the burden to pay for extending electrical service is transferred to the seller
of a lot in the form of a lower value.

County assessors are already lowering values on land and homes due to the decline in housing
values across Greater Phoenix and Arizona. The main cause of the decline stems from the
collapse in the housing market and the flood of distressed properties placing downward pressure
on sales prices. The lack of demand for developable private land has driven land prices down
steeply. Based on interviews and letters of submission by various county assessors, the policy
changes to eliminate free electrical line extensions means that proximity to existing electrical
service lines will likely be correlated with land value.

It is unclear the extent that an increase in the cost of energy and electrical infrastructure will
impact builders' and businesses' perceptions about Arizona. It is also not clear the extent to
which these perceptions will result in slower economic growth, fewer business expansions, or
less homebuilding activity in the State. It appears, however, that the majority of any impact
related to the change in Service Schedule 3 will fall upon the non-urbanized areas and
communities of the State rather the more urbanized counties of Maricopa and Pima.

When the cost for an electrical service extension is spread across the typical single family
subdivision, the impact is much less per homebuyers if costs are passed forward or b ed
essentially within all the other infrastructure costs of subdivision development. This is not to
imply that the cost is not significant, rather the cost is smaller on a per unit basis. However, for
a lot owner in a more rural setting, the cost can be significant. In fact, the cost of an electrical
extension may exceed the initial purchase price of the lot. The transition period for instituting
the policy change reportedly caught many lot owners and buyers by surprise. In the short term,
this means lot values will possibly decline further.

Economic Impact of Revised Service Extension Policies
In the long run, the three affected service areas will likely grow annually by roughly 45,000
customers. That figure may be much less over the next few years as the excess housing stock in
the State is absorbed. Extrapolating the four year average of customers qualifying for free
extension footage across all service areas yields an estimated 2,340 customers annually that may
have qualified for free footage allowances in the past. It is possible that a portion of these
customers:

May not build at all due to higher development costs,
May not purchase land where an electrical service extension is required,
May delay construction until a later date,
May negotiate a price for the property that takes into account a portion, if not
all, of the cost of the electrical service extension, or
May purchase a home where electrical service extensions are already paid for
or are not as costly.

Any impact would be more noticeable in the short term as excess quantities of developable land
(some already with improvements made) offer competition.

Elliott D. Pollock & Company
www.c1rizonclecor\omy.com
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Extensions as a Percent of Customers

Extensions

APS Customer
Growth Extensions % of

(Residential) Residential Growth
2005
2006
2007
2008

1,410
1,935
1,499

687

40,188
36,917
21,801
7,225

3.5%
5.2%
6.9%
9.5%

Total
2005-2008 5,530 106,131 5.2%

Annual
Customer
Growth(Aps,
TEP, ans)"

Extensions % of
Growth"

Annual
Extensions

Range of
Extensions

45,000 5.2% z,s40 1,578 -4,279

M Annual Customer Growth is calculated using the current customer base
multiplied by each company's long-term average growth rate. Calculations have
been rounded.

Q Percentage of growth estimated to qualify for free extensions under previous
policies. The four year average of qualifying APS customers has been
extrapolated over all affected service areas.

Source: Pinnacle West, APS, ASU Construction Reports, ElliottD.Pollack & Co.

Assumptions of Analysis

Percent
Leas edUnits

Lease
per SF

Avg.Size
per Unit

Value
per Unit

Value
per SF

$100100 5% $12$180,0001,800Low Density Residential

| 1Souses: Elliott D. Pollack & Co., MAG, ASU (bnstrudion Re its, PMHS.

1

Arizona Ut i l i t ies . - Modi f icat ions to Extension Pol ic ies Impact  Analysis

For the purpose of this analysis and to illustrate the potential economic and fiscal impacts of lost
residential construction, the analysis is conducted in increments of 100 single family homes with
an average value of $180,000 per unit (for a total value of homes sold annually of $18 million).
The construction cost of each 100 homes would be $10.4 million based on a survey by the
National Association of Home Builders. It was assumed that 5% of all homes would be rented.
All figures are in 2009 dollars.

The following table provides the economic impact of construction for each 100 single family
homes built (or not built) in the State of Arizona. The annual economic impact on an individual
community could be significant. The economic output (or "value" added) to the community is
more than just the construction outlay. Construction activity creates jobs and local spending
throughout a community and creates further valuable economic benefits. These benefits take the
form of additional business oppormnities within a community and additional job opportunities

EII i0>1 D. Pol lock & Company
w w w . o r i z o n o e c o n o m y . < : o m
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Residential Impact Summary
100 Single Family Homes
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Arizona Utilities - Modifications to Extension Policies - lmpoct Analysis

for area residents. These economic values (also known as direct, indirect, and induced impacts)
are quantitatively estimated in this report.

In summary, there could be both economic and fiscal impacts to governmental entities if
residential development was indeed stifled by the electrical service extension policy. The
economic impact of the construction of 100 single family homes would generate 112 jobs, $5.54
million in wages and $17.81 million in economic output. In terms of potential fiscal impacts, the
State of Arizona would collect over $918,000 and the county in which homes would have located
would collect approximately $144,000 in revenues. If homes are located within a municipality,
the respective city would collect an estimated $250,000 from the construction activity. This
represents economic activity and tax revenue that would be lost if 100 homes were not built.

The residents of each 100 homes would generate an additional $76,000, $119,900 and $134,500
each year for the State, the appropriate county and appropriate municipality, respectively, on a
cumulative basis. These revenues result from sales taxes from resident spending, property taxes
on the homes they occupy and state shared revenues received based on population growth. Thus,
for the ongoing resident impact, the estimated fiscal impact would be replicated each year that
the home is occupied. Over time, the cumulative impact becomes very significant for the State,
counties, and municipalities.

Ellkaft D. Pollock & Company
www.clrizonc1ec:onomy.com
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Arizona Utilities - Modifications to Extension Policies .. lmpoci Analysis

Conclusion
The policy changes enacted by the ACC have generated reactions from numerous individuals
and entities, both public and private. From an economic perspective, the group that will realize
the largest impact of these policy changes is landowners whose properties are not currently
adjacent to existing electrical lines. To some extent, residential subdivision developers and
homebuilders will be affected as well, but the cost of the electrical infrastructure is spread over a
larger base of residential homes. Counties and municipalities that see any potential slowdown of
residential construction activity due to the electrical service extension policy will also be affected
by a slower-growing property tax base. In addition, some non-urban counties of the State are
suggesting that the policy could have a much broader impact by affecting land values across their
jurisdiction and ultimately their property tax base.

While it is unknown how many homes may not be built due to the increased cost of electrical
line extensions, it has been illustrated that 100 homes that are not built will have a significant
impact on job creation, economic activity, and governmental revenues, particularly in non-urban
communities where the construction of homes on large lots is more the rule than exception.

There is one further factor to consider in the electrical service extension issue. This is the
economic theory of "substitution". Very simply, the theory is that as prices rise for a particular
good, consumers will substitute away from higher price goods and services to less costly
alternatives, This theory will likely come into play in evaluating the impact of the service
extension policy on the choices made by potential land buyers and home buyers. Many
prospective buyers may actually purchase an alternative home or lot, but not in a location where
electric service is a major cost. Counties in Arizona may still see some residential construction
activity, but it may be in a different form or location if there are adequate alternatives to
substitute for the lots burdened by electrical service extension costs.

The primary impacts of the new service extension policies will fall on two entities:

Non-urban counties that have a predominance of large lot subdivisions and
few, if any, alternative residential areas that will substitute for the expense of
electrical service extensions. La Paz, Coconino and Yavapai counties may
fall into this category since there are few production builders in the area. As a
result, the counties could feel a loss of tax base in addition to the decline in
property values due to the current recession.
Persons who currently own lots in areas not well-served by electrical utilities
are likely trapped with their investment or stand to absorb a substantial loss if
they sell under the current service extension policies.

More than anything, the elimination of the no-cost extension and other policies that helped to
subsidize growth by these electric utility providers is an issue of fairness. The policy will mainly
affect a select set of landowners, primarily in rural areas of the State.

Elliott D. Pollack 8. Company
www.orizonoeconomy.com
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Arizona Utilities - Modifications to Extension Policies - Impact Analysis

1.0 Introduction

Elliott D. Pollack & Company was retained by Arizonans for Fair Power Policy to perform a
limited impact analysis of the recently modified policies of Arizona Public Service (APS),
Tucson Electric Power (TEP) and UniSource Energy Services (UES Electric) to eliminate "no-
cost" electrical service extensions to residential lots and subdivisions. The modifications also
eliminated related refund schedules and feasibility analyses for commercial developments and
residential subdivisions. The report outlines the opportunity costs of potential lost residential
development as a result of the new service extension policies. '

1.1 Background

The Arizona Corporation Commission (ACC) recently approved a new service schedule for
Arizona Public Service (APS) for residential dwellings (Service Schedule 3). Among the
changes to the service schedule was the elimination of a no-cost extension of electric lines up to
1,000 feet to residential dwellings. The previous no-cost extension was capped at $25,000 with
the cost being recouped through existing rates to all customers. The schedule now reads that all
costs of extending service, including backbone and infrastructure electrical facilities, are to be
borne by the applicant (typically a builder or homeowner). However, APS does assert that when
it is determined that an extension provides system improvements to the benefit of both APS and
other customers, a "system planning cost" is calculated and deducted from the actual cost of the
extension.

Shortly thereafter, the ACC approved a proposal by TEP to eliminate free extensions of electrical
service lines up to 500 feet to new homes or subdivisions. In addition, the ACC approved the
elimination of free service extensions (400 feet of primary, 150 feet of service line and one pole)
by UES Electric, which covers much of Mohave and Santa Cruz counties.

APS estimated that the annual construction cost of line extensions for new service was
approximately $9 million. Over the last four years, APS estimates that the average cost of
extensions have been approximately $9,200 per extension. However, new estimates submitted
by APS in recent settlement documents assert that an overhead extension between 500 to 1,000
feet would cost $14,000 to $19,400. By shifting the cost of construction to new customers, the
assertion is that rates will decrease, or not increase by as much in the future, for current
customers. This also allows for growth to pay for itself

This study presents a brief interpretation of policy changes that have taken effect. Also, the
affected areas of the State have been identified. This firm has interviewed industry experts and
reviewed letters submitted to the ACC and a brief synopsis of opinions is provided in a later
section of this report. In addition, research was performed to help quantify the cost of extending
service under the new policies for various entities (i.e. single lot owners or developers and
production homebuilders) .

In order to quantify the impact of the new service schedules, this study provides an incremental
estimate of the loss of economic activity and revenue resulting from a potential reduction in

Elliott D. Pollack & Company
www.orizoncleconomy.com
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residential construction activity. Examples of the economic and fiscal impact of construction
and ongoing impacts are provided.

For definitional purposes, economic impact analysis examines the regional implications of an
activity in terms of three basic measures: output, earnings and job creation. Fiscal impact
analysis evaluates the public revenues and costs created by a particular economic activity. In
fiscal impact analysis, the primary revenue sources of a city, county or state government are
analyzed to determine how the activity may financially affect them.

1 .2 Limiting Conditions

This study prepared by Elliott D. Pollack & Company is subject to the following considerations
and limiting conditions:

• It is our understanding that this study is for the client's due diligence and other planning
purposes. Neither our report, nor its contents, nor any of our work were intended to be
included and, therefore, may not be referred to or quoted in whole or in part, in any
registration statement, prospectus, public filing, private offering memorandum, or loan
agreement without our prior written approval.

The reported recornmendation(s) represent the considered judgment of Elliott D. Pollack
and Company based on the facts, analyses and methodologies described in the report.

9 Except as specifically stated to the contrary, this study will not give consideration to the
following matters to the extent they exist: (i) matters of a legal nature, including issues of
legal title and compliance with federal, state and local laws and ordinances, and (ii)
environmental and engineering issues, and the costs associated with their correction. The
user of this study will be responsible for making his/her own determination about the
impact, if any, of these matters.

All estimates regarding construction costs were industry averages based on the type of
construction. Data has been reviewed and verified to determine its reasonableness and
applicability to the analysis.

• This economic and fiscal impact study evaluates the potential "gross impacts" of
construction and operations. The term "gross impacts" as used in this study refers to the
total revenue, jobs and economic output that could be lost if the new policy indeed hinders
economic growth.

This analysis does not consider the costs to governing entities associated with providing
services to a development. Such analysis is beyond the scope of this study. In addition, the
analysis is based on the current tax structure and rates imposed by the State, counties, and
cities. Changes in those rates would alter the findings of this study. All dollar amounts are
stated in constant 2009 dollars and do not take into account the effects of inflation.

Elliott D. Pollock & Company
www.<:1rizoncle<:orlomy.com
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Our analysis is based on currently available information and estimates and assumptions
about long-term future development trends. Such estimates and assumptions are subject to
uncertainty and variation. Accordingly, we do not represent them as results that will be
achieved. Some assumptions inevitably will not materialize and unanticipated events and
circumstances may occur, therefore, the actual results achieved may vary materially from
the forecasted results. The assumptions disclosed in this impact analysis are those that are
believed to be significant to the projections of future results.

Elliott D. Pollock & Company
www.c1rizonoeconomy.com
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Arizona Utiiiiies - Modifications to Extension Policies - Impact Analysis

2.0 Interpretation of Policy Change

This section will describe the previous and current service extension policies of APS and Tucson
Electric Power. Copies of APS Service Schedule 3, both prior and current, are included in the
Appendix of this report for reference.

2.1 Arizona Public Service

Portions of the previous APS Service Schedule 3 have been included below, including the no-
cost 1,000 foot extension policy, economic feasibility analyses, customer advance caps, and
refund policies for customer advances. Excerpts from the new APS Service Schedule 3 are also
provided outlining that all costs must be home by the customer.

Major differences in the in the two service schedules include the discontinuation of economic
feasibility studies and the inclusion of a clause stating that any payments made by the customer
for new service are non-refUndable. Also, construction allowances or refunding mechanisms
have been deleted.

Excerpts From Prior APS Service Schedule 3

INTRODUCTION (excerpts)
All extensions are made on the basis of economic feasibility. Construction allowance and
revenue basis methodologies are offered below for use in circumstances where feasibility is
generally accepted because of the number of extensions made within the construction allowance
and dollar limits.

All extensions shall be made in accordance with good utility construction practices, as
determined by Company, and are subject to the availability of adequate capacity, voltage and
company facilities at the beginning point of an extension also as determined by Company.

1. FOOTAGE BASIS .. RESIDENTIAL ONLY (excerpts)

1.2 FREE EXTENSIONS - May be made if the conditions specified in Section 1.1 are
met and:

1.2.1 The free extension will be limited to a maximum of 1,000 feet per new
permanent residential customer.

1.2.2 Free allowance for the total extension will be 1,000 feet per customer regardless
of the customer's location along the route of the extension.

1.3 EXTENSIONS OVER THE FREE DISTANCE

For extensions which meet the conditions specified in Section 1.1 above, and which
exceed the free distance specified in Section 1.2.1, Company may extend its facilities up
to the maximum allowed in Section 1.1.2 provided the customer or customers will sign an

Elliott D. Pollack & Company
www.c1rizonoeconomy.<:om
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extension agreement and advance the cost of such additional footage. Advances are
subject to refund as specified in Section 5.

2. REVENUE BASIS _ NON-RESIDENTIAL (excerpts)

2.1 GENERAL POLICY Revenue basis extensions may be made only if all of the
following conditions exist:

2.1.1 Applicant is or will be a permanent customer or group of permanent customers.
Customers specified in Sections 4.1, 4.2, or 4.3 are not eligible for this basis.

2.1.2 Such extension does not exceed a total construction cost of $25,000.

2.2 FREE EXTENSIONS - Such extension shall be free to the customer where the
conditions specified in Section 2.1 herein are met and the estimated annual revenue based
on Company's then currently effective rate for distribution service (excluding taxes,
regulatory assessment and other adjustments) multiplied by six (6.0) is equal to or greater
than the total construction cost less nonrefundable customer contributions.

2.3 EXTENSIONS OVER THE FREE LIMITS _ For extensions which meet the
conditions specified in Section 2.1, above, and which exceed the free limits specified in
Section 2.1.2, Company may extend its facilities up to a cost limitation of $25,000,
provided the customer or customers will sign an extension agreement and advance a
sufficient portion of the construction cost so that the remainder satisfies the requirements
of Section 2.2. Advances are subject to reiiund as specified in Section 5.

3. ECONOMIC FEASIBILITY BASIS (excerpts)

Extensions may be made on the basis of economic feasibility
only if all of the following conditions exist:
3.1 GENERAL POLICY _

3.1.1 The applicant is or will be a permanent customer or group of permanent
customers. Customers specified in Sections 4.1, 4.2, or 4.3 are not eligible for this
basis.

3.1.2 The total construction cost exceeds $25,000 except for extensions specified in
Sections 4.4 or 7.7.

3.2 FREE EXTENSIONS

Such extensions shall be free to the customer where the conditions specified in Section
3.1 are met and the extension is determined to be economically feasible. "Economic
feasibility", as used in this policy, shall mean a determination by Company that the
estimated annual revenue based on Company's then currently effective rate for
distribution service (excluding taxes, regulatory assessment and other adjustments) less

Elliott D. Pollock & Company
www.orizonoeconomy.com
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the cost of serv ice prov ides an adequate rate of return on the investment made by
Company to serve the customer.

3.3 EXTENSIONS OVER THE FREE LIMITS

For extensions which meet the conditions specified in Section 3.1, above, Company, after
special study and at its option, may extend its facilities to customers who do not satisfy
the definition of economic feasibility as specified in Section 3.2, provided such customers
sign an extension agreement and advance as much of the construction cost and/oragree to
pay such higher special rate (facilities charge) as is required to make the extension
economically feasible. Advances are subject to refund as specified in Section 5.

4.4 REAL ESTATE DEVELOPMENT

Extensions of electric facilities within real estate developments including residential
subdivisions, industrial parks, mobile home parks, apartment complexes, planned area
developments, etc., may be made in advance of application for service by permanent
customers, as specified in Section 3. Anticipated revenue for Residential Real Estate
extensions shall be calculated from information provided by the developer.

Excerpts From New APS Service Schedule 3

INTRODUCTION (excerpts)
Al l  extensions shal l  be made in accordance with good uti l i ty construction practices ,  as
determined by Company, and are subject to the availability of adequate capacity, voltage and
Company facil ities at the beginning point of an extension as determined by Company. All
payments received for new or upgraded service under provisions of this schedule shall be non-
refundable.

1.0 RESIDENTIAL (excerpts)

1.1 SINGLE FAMILY HOMES

Residential extensions will be made to new permanent residential customers or groups of
new permanent residential customers. For purposes of this section, a "group" shall be
defined as less than four homes. All estimated costs of extending service to applicant, as
determined by Company, including backbone infrastructure costs, shall be paid by the
applicant prior to the Company extending facilities. Payment is due at the time the
extension agreement is executed.

1.2 RESIDENTIAL HOMEBUILDER SUBDIVISIONS

Extensions will be made to residential subdivision developments of four or more homes
in advance of application for service by permanent customers provided the app1icant(s)
signs an extension agreement, All estimated costs of extending service to applicant, as
determined by Company, including backbone infrastructure costs, shall be paid by the

Elliott D. Pollock & Company
www.c1rizonoeconomy.com
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applicant prior to the Company extending facilities. Payment is due at the time the
extension agreement is executed.

2.0 NON-RESIDENTIAL (excerpts)

General service line extensions and equipment installations will be made to all applicants not
meeting the definition of Residential or as provided for in Section 2.1, or Section 3.0 of this
Schedule. All estimated costs of extending service to applicant, as determined by Company,
including backbone infrastructure costs, shall be paid by the applicant prior to the Company
extending facilities. Payment is due at the time the extension agreement is executed.

5.0 GENERAL CONDITIONS (excerpts)

5.17 POLICY EXCEPTION

The Schedule 3 as stated herein is applicable to all customers unless specific exemptions
are approved by the Arizona Corporation Commission. The following exemptions have
been approved:

5.17.1 Residential Homes on Native American Land

Extensions for residential homes on Native American Reservations will be made in
accordance with the provisions of Service Schedule 3 that was in effect April l, 2005
through June 31, 2007. Application of this Section 5.17.1 is limited to Native
American Reservations as defined by applicable Federal law.

5.17.2 Existing Line Extension Agreements

All applicants who have executed line extension agreements as of February 27, 2008
will be "grandfathered" into the Schedule 3 in effect at the time the agreement was
executed.

5.17.3 Transition Plan

Applicants that have not executed a line extension agreement, will be provided
extensions in accordance with the provisions of Service Schedule 3 that was in effect
July 1, 2007 through February 26, 2008, if they meet both of the following
conditions:

1. Such applicant has received from APS, within six months prior to February
27, 2068, a written estimate of the costs to the applicant for extending service
(i.e. received an estimate during the period August 27, 2007 and February 27,
2008); and

2. That same applicant executes a written line extension agreement within
twelve (12) months of February 27, 2008 (i.e. no later than February 27, 2009).

Elliott D. Pollock & Company
www.c1rizonc1economy.com
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Arizona Utilities - Modifications To Extension Policies - Impact Analysis

Summary

Simply put, the new APS Service Schedule 3 for residential dwellings no longer allows the free
extension of electric lines up to 1,000 feet. The schedule now states that all costs of extending
service, including backbone and infrastructure electrical facilities are to be borne by the applicant
and there appear to be no considerations given to economic feasibility or future refunds of
advanced costs. However, APS does assert that when it is determined that an extension provides
system improvements to the benefit of both APS and other customers, a "system planning cost"
is calculated and deducted from the actual cost of the extension.

The 1,000 foot free extension policy under the old Service Schedule 3 did not apply to residential
subdivision or commercial properties. Rather, there was a refund policy to customers who
advanced electrical constructions costs and later had permanent residents utilize the extension.
This is most applicable to residential tract subdivision developers and homebuilders. However,
those refund provisions have now been removed and, as expressed within the introduction of the
new schedule, "All payments received for new or upgraded service under provisions of this
schedule shall be non-refundable."

While the 1,000 foot free extension did not apply to subdivision developers or commercial
customers, there were alternative "free extension" policies under the old Service Schedule 3 as
well as refund policies which have now been removed in the new schedule.

2.2 Tucson Electric Power (TEP) / UniSource Energy Services

Both UniSource Energy Services and Tucson Electric Power are companies of UniSource
Energy. The new service schedules for both companies are practically identical.

Tucson Electric Power
Under the old schedule, up to 500 feet of electric line extension was provided at no cost to the
customer as noted in the following text.

"Upon an applicant's satisfactory completion of required site improvements, TEP will make
extensions from its existing overneadfacilities of proper voltage and adequate capacity free of
charge a distance of up to 500 feet. "

However, the new policy eliminates this free extension.

"The Company will install, own, and maintain the distribution facilities necessary to provide
permanent service to the Customer. Prior to the installation of facilities, the Customer will be
required to pay the cost of the construction of the distribution facilities. The costs of construction
are set forth in the Statement of Additional Charges. The line extension charges are based on
the Company's current average cost of construction of distribution lines. The Company will
review its costs and file a Pricing Plan revision annually. Such revisions will be subject to
approval by the Commission before becoming effective. "

Elliott D. Pollock & Company
www.c1rizonoecor\omy.com
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Customers have been given six months from the effective date of the policy to allow for a
transition period. The effective date is reported as December l, 2008, meaning that applicants
had until June 1, 2009 to be grandfathered under the old policy.

"From the erective dale of these Rules and Regulations, there is a six (6) month grace period for
Customers, developers and subdividers to execute a line extension agreement or receive
approval on a new service application from the Company in order to be eligible for the line
extension policy in eject between March 14, 2000 and November 30, 2008. Those new
applicants must make provisions for the Company to install and energize the extension and
service facilities within eighteen (18) months jrorn the date of their respective agreement and/or
application. In addition, all existing approved line extension agreements and service
applications will be grandfathered in under the policy in effect from March 14, 2000 to
November 30, 2008. Grandfathered Customers must make provisions for the Company to install
and energize the extension and service facilities within eighteen (18) months from the ejective
date of these Rules and Regulations or they will be subject to the new line extension policy. "

UniSource Enerqy Services
Under the old schedule, up to 400 feet of primary extension, 150 feet of service line, and one
pole was provided at no cost to the customer. However, the new policy eliminates this free
extension as noted in the following excerpt from the service schedule.

"The Company will install, own, and maintain the distribution facilities necessary to provide
permanent service to the Customer. Prior to the installation of facilities, the Customer will be
required to pay the cost of the construction of the distribution facilities. The costs ofconstruetion
are set forth in the Statement of Additional Charges. "

Similar to APS, there was no itemized publication of extension fees. In addition, customers were
given six months from the effective date of the policy to allow for a transition period. However,
the effective date is reported as June l, 2008, so this grace period has ended.

"From the effective date of these Rules and Regulations, there is a six (6) month grace period for
Customers, developers and subdividers to execute a line extension agreement or receive
approval on a new service application from the Company in order to be eligible for the line
extension policy in eject between August 11, 2003 and May 31, 2008. Those new applicants
must make provisions for the Company to install and energize the extension and service facilities
within eighteen (18) months from the date of their respective agreement and/or application. In
addition, all existing approved line extension agreements and service applications will be
grandfathered in under the policy in eject from August 11, 2003 to May 31, 2008.
Grandfathered Customers must make provisions for the Company to install and energize the
extension and service facilities within eighteen (18) months from the effective date of these Rules
and Regulations or they will be subject to the new line extension policy. "

Elliott D. Pollack & Company
www.orizonc1economy.com
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1000 ft. Overhead with 25 kA transfomler:
750 ft. Overhead with 25 kA transformer:
500 ft. Overhead with 25 kA transformer:

$19,400
$18,500
$14,000

1000 ft. Underground with 25 kA transformer: $10,900
750 ft. Underground with 25 kA transformer: $9,900
500 ft. Underground with 25 kA transformer: $9,000
Residentialmetro subdivision: $2,300 per lot
Underground customer provides trench, conduit, and backfill.

"1

\.

Arizona Utilities -. Modifications to Extension Policies - lmpoct Analysis

3.0 Costs of Extending Electrical Service

In response to concerns from the public and reported average extension cost estimates of $9,200
per extension, APS and TEP have prepared extension estimates for various properly conditions.
The following estimates have been obtained with a map illustrating distances from existing
electrical facilities to new customer properties.

3.1 Arizona Public Service

In recent settlement documents, APS submitted extension estimates for certain distances both
above ground and underground. The following is taken from those documents:

While the average cost of extensions over the last few years has been calculated at $9,200, it is
evident that there is a wide range of potential costs.

Slnqle Residential Lat Estimates
The following are actual estimates produced by APS for various properties in the Buckeye area.
The estimates are provided in full in an appendix at the end of this report. Maps of the properties
have been included showing the parcel, existing APS power lines, and the approximate distance
from power lines to the property.

Elliott D. Pollock a. Company
www.orizonc1e<:or\omy.com
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Arizona Utilities - Modifications to Extension Policies - Impact Analysis

In the first example, electrical power is available along the street frontage. The overall distance
to bring power to the home site is about 60 feet. APS's estimate is $10,800 including labor and

materials. Materials include one pole, one transformer, primary wire, an estimated 200 feet of

service line and a meter set,
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The second example is very similar with an approximate 50 foot extension from existing service
lines. APS's estimate is $7,800 including labor and materials. Materials include

transformer, secondary line to a junction box, one junction box, service lines and a meter set.
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Arizona Utilities - Modifications to Extension Policies - lmpoct Analysis

The third example is an approximate 400 foot extension to an interior lot. APS's estimate is
$21,200 including labor and materials. Materials include transformer, and lines to bring power
up to lot line. This estimate does not include service runs or metering.
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Arizona Utilities ... Modifications to Extension Policies - Impact Analysis

The final example is a 990 foot extension from an existing service line. APS's estimate is
$25,400 including labor and materials for a 4 pole extension. This estimate does not include
customer-provided trench and conduit costs. There may also be additional charges for street
lighting.

Muni-Loi/ Subdivision Estimates
Anecdotally, several home builders are estimating that the added cost of extending service to a
new subdivision could result in increased building costs of approximately $3,000 per lot for a
typical subdivision. Though the costs of electrical extensions would have always been advanced
in residential subdivisions under the old Service Schedule 3, builders anticipated that the advance
would be refunded after homes became occupied and APS began generating revenue. Since the
refund provisions have been eliminated, these costs will no longer be refunded to the builder.
The cost of the extension will now mostly likely be passed on to the home buyer in the cost of
the house.

Elliott D. Pollock 8. Company
www.or izonoeconomy.com
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Arizona Utilities - Modifications to Extension Policies - lmpoct Analysis

3.2 Tucson Electric Power

The following is an itemized list of line extension charges that will be used for customers within
TEP's service area.

Line Extension Charges

1. Single-phase charge per foot $18.00

2. Three-phase charge per foot
Additional transformer charge for 500 kA and under
Additional transformer charge over 500k A

$64.50
$6,956.00
$16,275.00

3. Overhead feeder charge per foot $36.00

4. Underground feeder charge per foot
Additional charge perPME

$51 .00
$20,500.00

Elliott D. Pollock & Company
www.orizonc1economy.com
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Arizona Utilities - Modifications to Extension Policies - lmpoct Analysis

4.0 Potential Implications of Service Schedule 3 Policy Change

4.1 Affected Areas

APS provides electricity to a large portion of Arizona, particularly in the central, urbanized parts
of the State. As the maps below illustrate, much of Maricopa, Yavapai, Coconino and La Paz
counties are serviced by APS. In addition, APS is providing electric service to much of the
populated areas of Pinal and Yuma counties with significant service areas in Cochise and Navajo
counties as well. APS service areas are represented in white.
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Arizona Utilities - Modifications to Extension Policies - lmpoct Analysis

Within Maricopa County, APS covers much of the northern and western portions of Phoenix and
its suburb cities. It also maintains service in the downtown Phoenix area, as well as downtown
blocks of coverage in East Valley cities such as Tempe, Chandler and Gilbert. The map below
shows all of these coverage areas in detail. APS service areas are represented in white.
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Arizona Utilities - Modifications to Extension Policies - lmpoct Analysis

Tucson Electric Power (TEP) covers most of the Metro Tucson area and UniSource Energy
Services covers much of Mohave and Santa Cruz counties, as illustrated in the coverage maps
below.

Tucson Electric Power Coverage Map UniSource Energy Services Coverage Map

These maps are utilized to illustrate the geographic magnitude of impact that the policy changes
will have in relation to the entire State. These three companies cover a majority of the
population within the State.

4.2 Recent Sales Data

The changes in line extension policies instituted by APS, TEP and UES could have a significant
impact on residential development and the value of vacant lots and land, particularly in areas
where homes are built on large lots and where individual electrical service extensions must be
made to a home site. This section will analyze the potential impact of the new line extension
polices.

Sales data of recent transactions from individuals with land holdings primarily in the far west
part of Greater Phoenix (Tonopah region) have been compiled to assist in the analysis. Most of
the land that is represented in the following table would have been allowed electricity extensions
free of cost under the previous APS schedule. Under the new schedule, homeowners will be
required to pay for any extensions.

Elliott D. Pollock & Company
www.orizonc1ec:onomy.com
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Recent Sales Transactions

Far West Valley

APN/LOCATION
DISTANCE
FROM POWER ACRES PRICE PRICE/AC STATUS

401-95-008 (part of)
353rd Ave & Siesta Wy 0 FT 2.3 $45,000 $19,565 SOLD

504-32-036-B (part of)
339th Ave & Rouser Rd 0 FT 2 $50,000 $25,000 SOLD

506-40~l68-F
369th Ave & Osborn Rd 0 FT 1,2 $32,000 $26,667 SOLD

504-34-064
390th Ave & Norther Ave 660 FT 3.45 $25,000 $7,246 SOLD

504-34-064
353rd Ave & Vineyard 700 FT 1.25 $8,500 $6,800 SOLD

504-12-146-B
345th Ave & Shannan St 840 FT 1 $13,000 $13,000 TRUSTEE SALE

401-42-005-J
339th Ave & Mountain Ave 990 FT 1.25 $12,000 $9,600 SOLD

506-33-010-R,S,T,U & V
425th Ave & Earll Dr 1200 FT 10 $65,000 $6,500 SOLD

401 ~43-012-P
371 st Ave & Dobbins 1.5 MILES 2.5 $6,500 $2,600 SOLD

Source: Arizonans for Fair Power Policy

v

Arizona Utilities - Modifications To Extension Policies - lmpoct Analysis

There are many factors that affect the price of land including the availability of water, access to
the property, paved and unpaved streets, sewer service or septic tank acceptability, surrounding

uses and similar concerns. One of the most important is electrical service since most homes are

not designed to function without it. with the recent change in electrical extension policies, the
cost to extend electrical service to a home site is a significant issue not previously encountered

by prospective homeowners. Without conducting a detailed statistical analysis of land prices in

the rural parts of Greater Phoenix, the above table suggests that the distance from electrical
service is having a negative effect on sales prices. With the added cost to place a home on a lot,

at least a portion of the burden to pay for extending electrical service is transferred to the seller

of a lot in the form of a lower value.

4 . 3  Pot ent i a l  I m pact s  on  Pr oper l y Tax  Revenue

County assessors are beginning to lower values on land and homes due to the decline in housing

values across Greater Phoenix and Arizona. The main cause of the decline stems from the
collapse in the housing market and the flood of distressed properties placing downward pressure

on sales prices. The lack of demand for developable private land has driven land prices down

steeply as well. Based on interviews and letters of submission by various county assessors, in

addition to recent sales data provided to this firm, the policy changes to eliminate free electrical
line extensions means that proximity to existing electrical service lines will likely be correlated

with land value.

Elliott D. Pollock a_ Company
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Arizona Utilities - Modifications to Extension Policies - Impact Analysis

In theory, a taxing entity such as a county can set property tax rates such that they raise a desired
amount for their budget regardless of the total assessed value of the county provided that:

The county does not levy an amount greater than the maximum allowable amount
for that year as dictated by state statute, and
The sum of levied property taxes from all taxing districts cannot exceed 1% of the
value of properties containing owner-occupied dwellings.

Thus, if properties in a county lose value, the taxing entity is within their rights to raise the
property tax rate to maintain the budgeted level of revenue.

However, it is generally believed that this is politically risky to do so because it is perceived as a
tax increase, even if the total tax liability remains unchanged. This leaves taxing districts forced
to deal with lower revenues if the value of property has declined and it is difficult to raise rates to
make up the difference.

4.4 Interviews Regarding Impact of APS Policy Change

Various parties were interviewed regarding the impact of the APS policy change. A summary of
the interviews follows.

• Homebui lders Associat ion of  Cent ro!  Ar izono
Spencer Kamps of the Home Builders Association of Central Arizona (HBACA) was
contacted to assess the reaction of homebuilders among the Association's members. Mr.
Kemps spoke about several issues including an estimate of the cost of the new policy on a
per lot basis (for production home builders), the inequities that they perceive to be
occurring and the potential consequences going forward.

Anecdotally, several builders are estimating that the added cost of extending service to a
new subdivision could result in increased building costs of approximately $3,000 per lot
for a typical subdivision. Builders were already responsible for the entire internal
infrastructure within a subdivision, so the added cost per lot is directly tied to the new
service schedule policy. It was also speculated that commercial developments would
likely face much larger costs due to the electrical load that some commercial operations
require. This would especially be the case for industrial manufacturing operations .

In addition, it was noted that a production builder at least has the advantage of spreading
the large initial capital cost among all of the lots within their subdivision, whereas an
individual on a single lot would bear the full costs of necessary infrastructure, potentially
creating a prohibitive development scenario for many in such a situation.

In terms of inequities, the biggest issue that was expressed was the absence of any form
of a "payback" provision when development occurs near an existing electrical line
extension paid for by another party. Thus, without such a Provision, the initial
subdivision in a new service area bears all costs related to extending service and
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subsequent adjacent owners/developers can tap into the electrical improvements at no
cost.

Many builders also feel it is unfair and arbitrary to exempt development occurring within
designated Indian Reservations from the line extension policy.

The added costs to builders could affect several entities based on the economic climate
and the supply of available land. During a healthy housing market with strong increases
in housing values, electrical infrastructure costs would likely be passed on to the
purchaser of a home and there would be little notice of the increased cost. However, if
vacant  land tha t  is  viable for  homebuilding does not  have access to electr ica l
infrastructure, homebuilding companies may be inclined to offer less for the land,
particularly if nearby property is already served by electrical system improvements.
Landowners may see a decline in value for their property reflecting at least a portion of
the cost of the electrical infrastructure.

During an average to poor housing market, for example during the current housing
market of Greater Phoenix, slow growth in the supply of new housing and an oversupply
of existing housing units likely produces different results. Currently there are many
housing options available to consumers and prices have declined to unprecedented levels.
Homebuilders who are targeting their home pricing to the foreclosure and resale market
may not be willing to pay for extraordinary infrastructure costs such as electrical line
extensions. Builders would then have two options:

•

•

Absorb the electrical line extension costs resulting in smaller profit margins, or
Pay less for the subdivision land resulting in declining land values.

If there is a limited supply of land in a particular sub-market of Greater Phoenix, the cost
of the electrical infrastructure would likely be shared between landowners and builders
(through reduced land values and smaller builder profits).

Another issue that was raised was the option for builders to reduce other infrastructure
costs to pay for the additional costs of electrical line extensions. This would come in the
form of reducing consumer choices for services within a given subdivision. For example,
a builder could forgo the installation of gas lines in the subdivision to make up for the
added costs of the electrical infrastructure. Ultimately the homeowner "pays" for these
fewer options by being restricted to the use of electrical appliances.

Overall, it was expressed that government-related costs have not corrected nor responded
to Arizona's current real estate market conditions. While the cost of labor, materials and
land have decreased due to the decline in demand, governmental costs in the form of
taxes and fees have not yet declined. The decision by the Arizona Corporation
Commission to increase the cost of development in the current climate is viewed as an
additional cost imposed by government and appears contrary to what market conditions
would dictate. Additionally, the HBACA has been informed by various parties that there
is available capital for real estate investment but the deployment of that capital is
awaiting the adjustment of governmental costs before any such investment occurs.
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Lo Paz County Assessor
George Nault, an assessor for La Paz County was contacted for a reaction from a rural
county that is primarily serviced by APS. In Mr. Nault's opinion, the recent devaluation
of most vacant property within the county was significantly related to the elimination of
the free footage allowance. He stated that it is difficult to separate the effect of the
downturn in the economy from the APS policy change. However, based on interactions
with landowners and realtors, the consensus was that the policy change was driving down
the price of land and discouraging potential buyers from purchasing land that does not
have electrical lines to the property.

4.5 Submifled Letters

Numerous letters have been submitted to legislative leaders and members of the Arizona
Corporation Commission (ACC). Letters reviewed by this firm include those from homeowners,
realtors, business owners, legislative leaders, and county officials. All have expressed concern in
one aspect or another to the new service schedule. In addition, requests have been made to APS
and the Residential Utility Consumer Office (RUCO) regarding comments on the change to the
service schedule. Responses have been documented and communications have been summarized
below.

Letters to the ACC
Numerous letters have been submitted to the ACC regarding the policy change of eliminating the
1,000 foot free extension of service. Homeowners and business owners have expressed
frustration with the unexpected costs they have been required to bear. Some purchases and
investments were made on the assumption that electrical service would be provided free to their
property. Now they are forced to pay for service or forfeit their plans.

Realtors have advised that the policy change will adversely affect the residential market beyond
the housing crisis that has affected the Arizona market. As noted previously, land prices appear
to be declining relative to the property's distance from existing electrical lines. These realtors
have also expressed frustration on behalf of individuals who purchased land and now feel that
they were misled.

A letter from the Yavapai County office of the assessor has been submitted to the ACC
describing the difficulty in valuing land based on the new service schedule and the expected
devaluation of vacant property within their county as a result of the elimination of the free
footage allowance. This is likely the case for all assessors across the State.

Additionally, letters from the La Paz County, Navajo County and Penal County Boards of
Supervisors have been submitted on behalf of themselves and their constituents. These letters
describe the hardship that individuals are now facing due to the sudden increase in costs and the
perceived unfairness of exempting certain groups and the lack of choice for electrical service.

The La Paz County Board of Supervisors was unanimous in their request for re-instating
extension policies. They referred to the financial hardship that individuals are undergoing and
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the effect that it will have on current and future growth, growth that they are dependant upon to
sustain services and economic responsibilities.

Letters of Response by APS
APS was asked to respond to numerous questions posed by members of the ACC. These
questions are similar to the issues addressed in this report. There are a few interesting responses
worth noting for additional perspective on this issue.

APS provided a brief history of the line extension policy and outlined decisions that were made
resulting the current policy. In 2007, APS proposed drastic changes to Service Schedule 3. The
proposal included replacing the free footage allowance with equipment allowances and
refundable extension allowances. However, the decision by the ACC was to remove all
provisions for free footage, equipment allowances, feasibility studies and refunds.

APS also quantified the number of customers that have or would qualify for free extensions
annually over the last four years. They ranged form a low of 419 in 2008 (an extremely low
number of units were built in the broader region as well) to a high of 1,783 in 2006 (the peak
year in housing construction over the last few years). These figures are utilized in the following
section (Section 5.0) to estimate the total number of homes that may have qualified for free
extensions among all three companies' service areas.

4.6 Summary

It is unclear the extent that an increase in the cost of energy and electrical infrastructure will
impact builders' and businesses' perceptions about Arizona. It is also not clear the extent to
which these perceptions will result in slower economic growth, fewer business expansions, or
less homebuilding activity in the State. It appears, however, that the majority of any impact
related to the change in Service Schedule 3 will fall upon the non-urbanized areas and
communities of the State rather the more urbanized counties of Maricopa and Pima.

When the cost for an electrical service extension is spread across the typical single family
subdivision, the impact is much less per homebuyers if costs are passed forward or buried
essentially within all the other infrastructure costs of subdivision development. This is not to
imply that the cost is not significant, rather the cost is smaller on a per unit basis. However, for
a lot owner in a more rural setting, the cost can be significant. In fact, the cost of an electrical
extension may exceed the initial purchase price of the lot. The transition period for instituting
the policy change reportedly caught many lot owners and buyers by surprise. In the short term,
this means lot values will possibly decline further.

A reasonable range of effects of the change to Service Schedule 3 can be estimated through use
of economic modeling techniques that quantify the economic and fiscal impacts associated with
gains or losses of such activity. The following section will address this issue.

5
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Assumptions of Analysis
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5%1,800100 $12$180,000Low Density Residential $100

Sources: Elliott '1 Pollad< & Co., MA 4 ASU Construction Repot re PMHS.
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5.0 Economic and Fiscal Impacts of Suppressed Growth

There is no way of knowing with complete certainty the extent to which the increased capital
costs of extending power to a given site will result in fewer homes being built over the long run.
Therefore, it is not possible to provide specific estimates of economic losses as a result of this
new policy. On the other hand, it is possible to provide some general perspective into the
possible economic losses through use of economic modeling. *

For some brief background on economic modeling, the different types of economic impacts are
known as direct, indirect, and induced, according to the manner in which they are generated. For
instance, direct employment consists of permanent jobs held by a company or industry. Indirect
employment is those jobs created by businesses that provide goods and services essential to the
operation of that industry. Finally, the spending of the wages and salaries of the direct and
indirect employees (and homeowners) on items such as food, housing, transportation and
medical services creates induced employment in all sectors of the economy, throughout the State.

5.1 Assumptions of Analysis

For the purpose of this analysis and to illustrate the potential economic and fiscal impacts of lost
residential construction, the analysis is conducted in increments of 100 single family homes with
an average value of $180,000 per unit (for a total value of homes sold annually of $18 million).
The construction cost of each 100 homes would be $10.4 million based on a survey by the
National Association of Home Builders. It was assumed that 5% of all homes would be rented.
All figures are in 2009 dollars.

For perspective on this incremental impact approach, the following data was reported by APS.
Annual estimates from 2005 to 2008 of homes that likely met the requirements of a 1,000 foot
free ($25,000 cap) extension are displayed below.
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Number of Work Orders
For Footage-Based Extensions

Yea r . 1/Extensions

1,410

1,935

1,499

687

2005

2006

2007

2008

1/ Extensions include half of the extensions made over
1,000 feet.

Source: APS
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It is difficult to forecast over the long term the number of residential units that would normally
have qualified for a free extension based on the last four years of a boom and bust housing cycle.
However, extensions have apparently represented between 3.5% and 9.5% of total APS
residential customer growth in the years that data was available. That equates to a four year
average of 5.2% of customer growth. Residential customer growth in APS service areas
averaged 3.6% from 1996 through 2008. Using that figure as a long term growth rate going
forward (growth will be slower in the next few years), APS would grow by approximately
35,240 customers each year.

In addition to APS, Tucson Electric Power (TEP) and UniSource Electric (UES) will continue to
gain customers. TEP has averaged 2.2% annual growth since 1996 and UES has averaged 2.1%
annual growth since its acquisition in 2003. Combined, the two companies are estimated to add
over 9,820 customers annually on a long term average basis.

In the long run, the three affected service areas will likely grow annually by roughly 45,000
customers. That figure may be much less over the next few years as the excess housing stock in
the State is absorbed. Extrapolating the four year average of customers qualifying for free
extension footage across all service areas yields an estimated 2,340 customers annually that may
have qualified for free footage allowances in the past. It is possible that a portion of these
customers:

•

May not build at all due to higher development costs,
May not purchase land where an electrical service extension is required,
May delay construction until a later date,
May negotiate a price for the property that takes into account a portion, if not
all, of the cost of the electrical service extension, or
May purchase a home where electrical service extensions are already paid for
or are not as costly.

Any impact would be more noticeable in the short term as excess quantities of developable land
(some already with improvements made) offer competition.

Elliott D. Pollock & Company
www.clrizonc1economy.<:om

25



Extensions as a Percent of Customers

2005
2008
2007
2008

1 ,410
1 ,935
1 ,499

687

40,188
36,917
21,801

7,225

3.5%
5.2%
6.9%
9.5%

Total 2005-2008 5,530 106,131 5.2%

Extensions % of

Growths'

Annual Customer
Growth (Aps ,

T EP,  ans ) "
Annum

Extension
Range at

Extensions
5.2%45,000 I 2,340 1,578 - 4,279

11 Annual Customer Growth is calculated using the current customer base multiplied by each
company's long-term average growth rate. Calculations have been rounded.

go Percentage of growth estimated to qualify for free extensions under previous policies. The
four year average d qualifying APS customers has been extrapolated overall affected service
areas.

Source: Pinnacle West, APS, ASU Construction Reports, ElliottD.Pollack&Co.
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5.2 Impact of Lost Residential Development Due to Policy Change

This section of the analysis provides an estimate of the potential economic and fiscal impact of
residential construction that is lost due to the change in the electrical service extension policy.

Economic Impact of Construction
The following table provides the economic impact of construction for each 100 single family
homes built (or not built) in the State of Arizona. The annual economic impact on an individual
community could be significant. The economic output (or "value" added) to the community is
more than just the construction outlay. Construction activity creates jobs and local spending
throughout a community and creates further valuable economic benefits. These benefits take the
form of additional business opportunities within a community and additional job opportunities
for area residents. These economic values (also known as direct, indirect, and induced impacts)
are quantitatively estimated in this report.

The $10.4 million in direct construction costs for 100 single family homes would result in 53
direct construction jobs with $2.8 million in annual wages. The "ripple effect" of this
construction would generate an additional 59 indirect and induced jobs with $2.7 million in
wages and $7.4 million economic activity. Overall, the annual impact of 100 single family
homes generates 112 jobs in the economy, $5.5 million in wages, and $17.8 million in economic
activity.
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Economic Impact from Construction

State of Arizona

(2009 Dollars)

1/ The total may not equal the sum of the impacts due to rounding. All dollar figures are in constant
dollars. Inflation has not been included in these figures.

Source: Elliott D. Pollack & Company, lMPLAN

Impact
Type Wages

Person Years of
Employment

Economic
Output

53

33

26

Direct
Indirect
Induced

$10,4-44,729
$4,253,470
$3,107,265

$2,809,152
$1,626,558
$1,108,656

112Total $17,805,464$5,544,365
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Although the primary impact of the residential construction would focus on the municipality in
which it was located, the respective county and State of Arizona would also benefit from this
development.

Fiscal Impact of Construction
The fiscal effects of construction have been divided into primary and secondary impacts,
depending on their source and how the dollars flow through the economy into tax accounts. For
instance, some revenues, such as construction sales taxes, are definable, straightforward
calculations based on the cost of construction. These revenues are described in this study as
primaryrevenues.

Secondarv revenues, on the other hand, flow from the wages of those direct, indirect and induced

employees who are supported by the project. Revenue projections are based on typical wages of
the employees working in the project, their spending patterns, projections of where they might

live, and other assumptions outlined earlier in this report. This spending certainly enters the

economy, but it is not as defined as primary revenues.

State of Arizona Fiscal Impact of Construction
The table below provides the fiscal impact on the State of Arizona from the construction
of 100 single family residential units. Based on the total sales price of the units of $18
million, the State would collect a construction sales tax (and speculative builders tax) of
$655,200. Secondary revenues from construction employment total $263,100 for a total
fiscal impact on the State of $918,300.
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Incremental Fiscal Impact from New Construction

State of Arizona

(2009 Dollars)

M The figures for the State of Arizona include revenues distributed to counties, cities, and towns. The figures are intended only as
a general guideline as to how the State could be impact by the project. The above figures are based on the current economic
structure and tax rates of the State of Arizona.

Source: Ell iot t  D. Pollack & Company, IMPLAN, Arizona Department of  Revenue, ATRA

Primary Revenues Seco n d s R e v e n u e s  f r o m  E m p l o y m e n t

Impact

T eI

C o n s t r u c t i o n

Sales  Tax

UHGHIP.

T a x

I n c o m e

T a x

V e h i c l e

L i c e n s e

T a x

E m p l o y e e s

S p e n d i n g

Sales  Tax

H U R F

T a x

T o t a l

R even u es

D i r ect

Indirect

Induced

$ 6 5 5 , 2 0 0

N / A

N / A

$9,200
$5,771
$4,534

$ 4 2 , 5 5 1

$25 , 470

$18 , 486

$ 1 7 , 1 9 4

$10 , 786

$8 , 474

$ 5 2 , 2 2 1

$28 , 075

$19 , 136

$ 9 , 9 9 0

$6 , 267

$4 , 923

$ 7 8 6 , 3 5 6

$ 7 6 , 3 6 9

$55 , 552

Total $ 6 5 5 , 2 0 0 $ 9 9 , 4 3 1 $ 3 6 , 4 5 4 s 2 1 , 1 8 1 $ 1 9 , 5 0 4$ 8 6 , 5 0 7 $918,277

Incremental Fiscal Impact from New Construction

County Level

(2009 Dollars)

Y The f igures do not include revenues collected by the State and shared with count ies.  The f igures are intended
only as a general guideline as to how a county could be impacted by the project.  The above f igures are based
on the current economic structure and average tax rates of Arizona count ies.

Source: Elliott D, Pollack8~ Company, IMPLAN, Arizona Department of Revenue, Arizona Tax Research Association

Primary Revenues S e c o n d s R e v e n u e s

I

Impact

T e

C o n s t r u c t i o n

S a l e s  T a x

Residents

Property

Tax

Employees
Spending

Sales Tax

Total
Revenues

Direct
Indirect
Induced

$80,137

N/A

N/A

$6,052
$3,637
$2,659

$24,217
$15,192
$11,935

$110,406
$18,829
$14,594

Total $80,137 $12,349 $51,344 $143,829
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County Fiscal Impact of Construction
Among Arizona counties, the average construction sales tax rate of 0.74% would
generate direct revenues of $86,000. Additional secondary employee impacts of $58,000
are generated for each 100 single family units, assuming most of the construction
employees live within that county. In total, the typical Arizona county could lose
approximately $144,000 in revenues for each 100 single family units not constructed.
This figure would fluctuate depending on the actual number of construction employees
residing in the county (which could be significantly less for rural counties) and the actual
tax rates of each county.
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Total Fiscal Impact from Construction
Municipal Level
(2009 Dollars)

M The figures do not include revenues collected by the State and shared with cities and towns. The Figures are intended only
as a general guideline as to how an average city or town could be impacted by the project. The above figures are based on the
average current economic structure and tax rates of Arizona cities and towns.

Source: Elliott D. Pollack & Company, IMPLAN, Arizona Department of Revenue, Arizona Tax Research Association

Primary Revenues Secondary Revenues

Impact
Type

Construction Sales/
Speculative Builder's

Sales Tax

Residents
Property

Tax

Employees
Spending
Sales Tax

Total
Revenues

Direct
Indirect
Induced

$240,900
N/A
N/A

$2,900
SL400
$1,200

$1,700
$900
$800

$245,500
$2,300
$2,000

Total" $240,900 $3,400$5,500 $249,800
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M unic ipa l  Fi sc a l  fmpac # c f  C o ns t ruc t i o n
The following table provides the annual fiscal impact of the construction of 100 single
family homes in a municipality widiin Arizona. The construction activity could generate
$240,900 in construction sales tax, depending on the actual tax rate of the municipality
(an average of 2.06% was used).  An additional $9,000 in  secondary revenues could be
genera ted from the spending of const ruct ion  employees. Again ,  th is figure would
fluctuate depending on  the actual  number  of construct ion  employees residing in  the
community. The const ruct ion  sa les tax r a te used in  the analysis i s  the average for
suburban cit ies in  Metro Phoenix. In  some cases,  the construct ion  act ivi ty could be
located outside of a city and, therefore, no municipal tax would be collected.

5.3 Fiscal Impact of Residents Occupying New Homes

In  addi t ion  to the annual  r esiden t ia l  const ruct ion  impact  of 100 single fami ly homes,  tax
revenues from residents of those homes would also benefit the State, county and municipality. If
construction did not occur due to the electr ical service extension policy, this revenue would be
lost. This lost revenue can be quantified in terms of sales taxes from resident spending, property
taxes on the homes they occupy and state shared revenues received based on population growth.

Unlike the impact from residential construction activity,  the impact of single family dwelling
residents is an ongoing, cumulative annual impact and, over time, would result in a significant
impact on governmental revenues.

The following table provides an estimate of revenues for  each 100 single family residences. In
terms of assumptions for the calculations, spending estimates are based on the household income
required to afford a $180,000 home multiplied by the estimated taxable spending for that income
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bracket as determined by the Consumer Expenditure Survey. A leakage rate of 25% is assumed
for municipalities, as it is likely that a portion of the total spending of the residents is spent
outside city or town limits, no matter where an employee resides. Property taxes are based on a
value per home of $180,000 and calculated based on the average of all Arizona counties and
municipalities' property tax rates ($3.2385 and $l.2436 per $100 of net assessed value for
counties and cities, respectively).

State shared revenues include income taxes, sales taxes, vehicle license taxes and Highway User
Revenue Fund taxes collected by the State and shared with cities and towns mostly based on
population. On average, each city or town within Arizona receive $300 per capita in State shared
revenues while counties receive approximately $200 per capita.

In total, the State of Arizona receives $76,000 for every 100 households from spending in the
economy. For a county, an estimated $119,900 is generated annually for every 100 households,
and each municipality receives an estimated $134,500 for each new 100 households living in the
city. These figures represent ongoing annual revenues that could be lost at each of the
governmental levels if homes are not built as a result of electrical service extension policy.
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Ongoing Fiscal Impact of New Residents

(2009 Dollars)

I . County MunicipalityRevenue r 100 Single Family Units State

$14,429
$50,890

N/A

Sales taxes from spending

Property tax
Lease tax

State shared xevenuez/

$76,038

N/A
N/A

N/A

$30,984
$19,541
$2,118

$81,900$54,600
$76,038 $119,918 $134,543Total annual revenues per 100 units

M Estimate based on dedicating 30% of income to monthly housing obligation at the assumed
housing price of $180,000

_gr The Arizona Department of Revenue typically recalculates state shared revenues from
population growth every census year and mid-cen Sus yea r, effectively every 5 years. This
calculation assumes the lost population would have an immediate impact, when in actuality it
would be experienced in lump sum impacts as soon as the population would have been recorded.

Source: U.S. Census, Az Dept. of Revenue, Elliott o. Pollad< & Co.
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5.4 Summary of Impacts

In summary, there could be both economic and fiscal impacts to governmental entities if
residential development was indeed stifled by the electrical service extension policy. The
economic impact of the construction of 100 single family homes would generate 112 jobs, $5.54
million in wages and $17.81 million in economic output. In terms of potential fiscal impacts, the
State of Arizona would collect over $918,000 and the county in which homes would have located
would collect approximately $144,000 in revenues. If homes are located within a municipality,
the respective city would collect an estimated $250,000 from the construction activity. This
represents economic activity and tax revenue that would be lost if 100 homes were not built.

The residents of each 100 homes would generate an additional $76,000, $119,900 and $134,500
each year for the State, the appropriate county and appropriate municipality, respectively, on a
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Residential Impact Summary
100 Single Family Homes

(2009 Dollars)
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cumulative basis. Thus, for the ongoing resident impact, the estimated fiscal impact would be
replicated each year that the home is occupied. Over time, the cumulative impact becomes very
significant for the State, counties, and municipalities.

Elliott D. Pollock & Company
www.orizoncseconomy.<:om
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6.0 Conclusion

8

The policy changes enacted by the ACC have generated reactions from numerous individuals
and entities, both public and private. From an economic perspective, the group that will realize
the largest impact of these policy changes is landowners whose properties are not currently
adjacent to existing electrical lines. To some extent, residential subdivision developers and
homebuilders will be affected as well, but the cost of the electrical infrastructure is spread over a
larger base of residential homes. Counties and municipalities that see any potential slowdown of
residential construction activity due to the electrical service extension policy will also be affected
by a slower-growing property tax base. In addition, some non-urban counties of the State are
suggesting that the policy could have a much broader impact by affecting land values across their
jurisdiction and ultimately their property tax base.

Every owner of vacant land within the affected service areas of APS, TEP or UES, whether they
own a single lot or hundreds of acres, now bears the full costs of electrical infrastructure
extensions. This cost in some circumstances may be paid through lower sales prices for
landowners who wish to sell property. For owners of land planning to build a home, the cost is
direct, equal to the amount of the extension. For these owners, the new policy may have created
a prohibitive development scenario.

Production homebuilders have the advantage of spreading the large initial capital cost of
extending electrical service among the many lots within their subdivision. However, they are
still subject to increased costs that were previously refunded to them based on the benefit
received from new customers. In a normal market, builders will likely negotiate lower land
prices taking into consideration the increased cost of electrical extensions. Landowners will
likely need to absorb at least a portion of the cost of the electrical extension.

In normal years, the service areas of the three utility companies affected by the electrical
extension policy will likely grow annually by roughly 45,000 customers. That figure will be less
over the next few years as excess housing is absorbed. Extrapolating the reported APS four year
average of customers qualifying for free extension footage across all service areas yields an
estimated 2,340 customers annually that may have qualified for free footage allowances in the
past. It is possible that a portion of these customers will not build due to higher development
costs if they did not receive an initial discount on the price of the land. Going forward, it
anticipated that market prices will account for at least a portion of the additional cost of
extending electrical service in the form of lower prices. Those landowners whose lots are not
served by electrical improvements are the ones who are most impacted at the current time.

While it is unknown how many homes will now not be built due to the increased cost of
electrical line extensions, it has been illustrated that just building 100 homes has a significant
impact on job creation, economic activity, and governmental revenues, particularly in non-urban
communities where the construction of homes on large lots is more the rule than exception.

Elliott D. Pollock & Company
www.orizonoeconomy.com
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A few primary points need to be made related to the impact of the service extension policies.

1. The primary impact of the policy change is on the non-urban parts of the State served by
APS, TEP and UES. This includes parts of Maricopa County that are located outside of
the region's cities and towns. Homes in these areas are usually constructed on large lots
by individual builders or homeowners. The lots often have limited infrastructure in
place, relying on individual wells, unpaved roads and septic tanks for sewage disposal.
In many cases, the homes planned for construction may be less expensive prefabricated
or manufactured units. In this situation, a substantial added cost for electrical service
may be beyond the ability of the home owner to absorb. Those persons who currently
own lots in these areas are the ones who are most impacted by the electrical service
extension policies. They likely are trapped with an illiquid investment that may take
years to sell.

2. The non-urban counties of Arizona served by APS, TEP and UES may feel the direct
effects of slowed residential construction activity (and commercial construction activity)
as well as reduced property tax bases. A letter from the Yavapai County assessor has
been received concerning the effect on appraisals, property values and ultimately on the
entire vacant land tax base. While analysis of the potential impact of the service
extension policy on a jurisdiction's tax base are beyond the scope of this study, counties
that have a predominance of large lot subdivisions and few, if any, production
homebuilders, could feel a loss of tax base in addition to the decline in property values
due to the current recession.

3. In economics, there is a theory called "substitution". Very simply, the theory is that as
prices rise for a particular good, consumers will substitute away from higher price goods
and services to less costly alternatives. This theory will likely come into play in
evaluating the impact of the service extension policy on the choices made by potential
land buyers and home buyers. For instance, if a prospective buyer of a vacant lot
understands that the ultimate cost of home includes the price of the land and the electrical
service extension, he may choose to:

Purchase the vacant lot for its attributes,
Choose not to purchase the lot due to the expense, but purchase a resale home
where electrical service is already provided,
Purchase a vacant lot where the electrical service is nearby,
Not purchase a lot in the area, but move to a lot or home where the cost of
electrical service is not so burdensome (such as a traditional tract subdivision
home).

There certainly are other substitutions or alternatives for a buyer to consider given their
individual resources and preferences.

This is the reason why it is virtually impossible to estimate the full impact of the new
service extension policy. Many prospective buyers may actually purchase an alternative
home or lot, but not in a location where electric service is a major cost. Counties in
Arizona may still see some residential construction activity, but it may be in a different

Elliott D. Pollock a. Company
www.cHzonoeconomy.com
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form or location if there are adequate alternatives to substitute for the lots burdened by
electrical service extension costs.

To summarize, the primary impacts of the new service extension policies will fall on two
entities:

Non-urban counties that have a predominance of large lot subdivisions and
few, if any, alternative residential areas that will substitute for the expense of
electrical service extensions. La Paz, Coconino, Navajo and Yavapai counties
may fall into this category since there are few production builders in the area.
As a result, the counties could feel a loss of tax base in addition to the decline
in property values due to the current recession.
Persons who currently own lots in areas not well served by electrical utilities
are likely trapped with their investment or stand to absorb a substantial loss if
they sell under the current service extension policies.

More than anything, the elimination of the no-cost extension and other policies that helped to
subsidize growth by these electric utility providers is an issueoffaimess. The policy will mainly
affect a select set of landowners, primarily in rural areas of the State.

Eliioft D. Pollock & Company
www.c1rizonc1economy.com
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Appendix A - APS Extension Estimates

Elliott D. Pollack & Company
www.or izonceconomy.com
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A subddkuyofPbmau1¢ War Capital Caumavawan

Name Vinci Vance
Title CSR
Department Buckeye Constwctbn

Phone; 623-932-8671
Mobile:  60244ae821
Fax: 623-932.5638

Email Address
Mki.vance@aps,com
Physical Address
615 N 41h St
City, State, Zip
Buckeye, AZ 85326

November 18, 2008

Re: Lot 504-32-036B

Dear John.

This letter is in response to fax you sent me 011 November 13. 2008. The following price
includes all labor and material for one pole. transformer, primary wire. an estimated 200' of
service line and a meter set. Note that this quote is rounded to the nearest number and the final
price may vary slightly. The estimated cost is $10,800.00

Any questions please feel he to give me a call at 623-932-6671

Sincerely:

Viced Vance

Elliott D. Pollock & Company
ndzonoeconomycom
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Name Vicki vance
T h e CSR
Department Buckeye Construction

Phone: 623-932-8571
Mobile: 502-448-6821
Fax: 523-932-6533

Email Address
v6cki.vance@aps.com
Physical. Address
615 N 411 St
City, State, Zip
Buckeye, AZ 85326

November 18, 2008

Re: Lot 506-40-168B

Dear John.

The following price
includes all labor and maternal for a transfonncr, secondary line to a junction box, the junction
box, service lines and a meter sets. Note that this quote is rounded to the nearest number and the
final price may vary slightly. The estimated cost is $7800.00

This letter is in response to fax you sent me on November 13. 2008.

Any questions please feel Ii°ee to give me a call at 623-932-6671

Sincerely:

Vicki Vance

Elliott D. Pollock & Company
odzonoeconomycom
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Name vickivance
The CSR
Department Buckeye Construction

Phone:  623-932-6671
Mobile: 602-4-48-6821
Fax; 623.932.5833

Email Address
vicki.vance@aps.com
physical Addf€s5
615 N 491 so
City, Slate, Zip
Buckeye, AZ 85326

November 12. 2008

John Wylie

Re: Power to Lots: 506-44-0988

Dear John,

This letter is in response to your conversation with George Quinones on November 12. 2008.
The following price includes all labor and material, including transformers, for bringing power
up to the lot lines. This price does not include any service mps or metering. Note that this quote
is rounded to the nearest number and the final price may vary slightly.

Lot 506-44-098S - Three Pole Extension with OH Transfoxmcr = $2l.200

Any questions please feel fies to give me a call at 623-932-6671

Sincerely:

Vic ld Vance

Elliott D. Pollock & Company
.odzonoeconomy.com
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.4 miu§:§an »=H'il1nrsurk itss: Lh;1'¢? ikrnvuamen

Mine ViduVarco
w e CSF!
Beoanmert Buckeye Constnmann

P a v e :  5 2 3 8 8 2 - 6 6 T i
Mobile: %C'2244B~6B21
Fax. aaa-9:424a:4a

Email Aoatems
vluzwance-9an»s com _
Ptvgsical Address 615 NO
.'8:ree\
Ci ty.  S iam.  Z; E ucksya  AL
85328

March ws, 2009

John Wyllie
MGW, LLC
7835 W Camino Del Oro
Pa-oda, AZ B5383

F962 Conceptual Cost Review for Lot 504-84~001 D

Dear John,

Thank you tor your interest in locating a new project within the APS service territory. After a
conceptual review of your protect, based on the information you provided. we estimate the
cost for providing electric service tobe approximately S 25.400.00. This is for a 4 pole
extension coming oft the 351" Ave to the Southeast comer al the lot. This cost includes all
APS labor and material needed to get power to the customer. This estimate does not
include customer provided trench and conduit costs.

The cost provided is for planning purposes only and is subject to change without notice.
Additional casts may alwtv tor street lighting. In order to proceed with Tim pricing and a
detailed electrical design. a study and design payment will be required.

APS wi l l  extend service in accordance wi th the Qqndi1ion§ Ggveminq Extensions of  Elec tr ic
Di$tnQyti0n LnQS Ana Services . Schedule 44 3 and the T er ms and Conditions for the Sale al
Electric Service.. Schedule at 1, on f i le with the Arizona Corporat ion  Commis s ion.

I appreciate the opportumzy to work with you and look toward tothe successfulcompletion
al this protest. If you have any questions. pleasecall meat 623.932.6671 .

Sincerely,

Vicki Vance
CSR
Buckeye Construction

Elliott D. Pollock & Company
ndzonoeconomycom
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In Opposition of Settlement Agreement
Arizona Public Service Company Docket No, E-01345A-08-0172

Q Please state your name, address, and employer.

A Bobby Miller, 22422 N. 80"' Lane, Peoria, AZ 85383 WEST USA Realty for 20 years

Q Please describe the nature of your responsibilities there.

A Shave been an independent contractor specializing in land sales brokerage.

Q Please state the number of years you have been selling land.

A began selling land in 1977, 32 years ago with Unique Real Estate and have exclusively
made my living selling land ever since.

Q Could you please give a general summary of the volume of land you have sold?

A Shave sold over 1000 individual transactions between buyers and sellers in arm's-length
transactions with a dollar volume well over 200 Million dollars in closed transactions.

Q Would you say you work more with individuals or corporations?

A My first love is working with individuals but I have represented business entities,
developers, and some of the largest corporations in the world during my tenure.

Q Have you any experience in selling neural properties?

A I have a great deal of experience in representing individuals seeking the rural lifestyle for
the benefits it offers - primarily peace & quiet, lack of HOA governance, reduced prices,
etc.

Q Could you describe the value of the 1000 ft free policy over the years?

A This policy had been the backbone of rural development. It has afforded hundreds of
thousands of property owners the opportunity to improve and occupy otherwise
unimproved properties. It would be virtually impossible to quantify the impact this
policy has had in the development of much of rural Arizona today. It made most rural
development possible where it otherwise would financially be beyond the reach of 99%
of today's property owners.

Q Could you describe the effect removal of this policy has had?

A Rural land sales have all but come to a complete stand-still since this policy change has
been put into effect. It's sad to say but many of the sales that have taken place since the
policy change have happened without the knowledge of the purchasers. Lives have been
devastated as a result of so very many properties that have been purchased with the

[Summary of pleading] 1
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dream of getting away to the rural settings only to find that dream has now been put so
far out of reach due to the cost of power extension. Not only that, but properties
previously well within the immediate reach of power due to neighboring properties'
improvements now find the expense of simply hooking up to the existing power supplies
require such an expense that it completely eliminates any possibility of improving the
properties for occupancy. This policy change has enormous ... far reaching implications
as well to future development and growth of our communities and beyond.

Q Could you see an adverse effect down the road due to the removal of this 1000' free?

A Absolutely! There are literally hundreds of thousands of property owners directly
affected by this policy change in an extremely negative way. In too many cases this now
doubles the cost of development, or even worse in some instances.

Q Do you believe it will have an effect to rural property owners exclusively?

A Not at all! Over the years, developers have customarily gravitated to areas of town where
the rural development was active. Case-in-point, Anthem is one of the most prestigious
development communities in our State and the Del Webb company specifically chose to
launch this great community development as a direct result of the success of both the
Desert Hills rural area and the rural community of New River. It's these meal
communities that many times paved the way for the large developer. Vistancia,
Tramonto, Verrado, Troon, and a myriad of other extremely desirable/successful
developments came on the heels of the neighboring rural communities success. Without
this rural development keeping an active pace, we could see the devastation of our
current growth and planning systems. It's what has kept Arizona such an attractive
landing spot for a migrating people.

Q Will there be collateral effects due to this policy change?

A Absolutely! Right within the APS company, their own technicians that stayed quite busy
installing these power extensions in times past are certain to see a continued reduction in
work force. The entire construction industry will suffer due to the lack of development.
The trickle-down effect has already negatively impacted the real estate industry,
mortgage and banking industries, appraisers, etc. on down to the very municipalities and
government entities that received revenues from such. The effects of this policy will
even affect our own property taxes in the long run .

Q How far reaching could this effect go?

A The municipal and State governments will be so impacted that major changes will be
required to feed their machines (so to speak) where the ongoing development used to pay
it's own way at a very handsome pace.

[Summary of pleading] 2
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Q Do you feel this policy has had a negative effect on the value of State Trust Land as well?

A Absolutely! When property is appraised, it will be impossible to ignore the negative
affect this policy has had on all property - private and pubic lands. State trust lands have
provided a substantial amount of funding to our State's economy and that value is now
diminished greatly. Without this income, the State will have to increase taxation to
compensate as I seriously doubt they intend to dramatically reduce the size of the
government itself. We, the existing homeowners will have to pick up the slack for the
loss of revenue and, believe you me, they will lose millions and millions of dollars of
revenue from the dramatic land value reduction this policy had created. know of few of
my past customers who are not prepared to light for a giant reduction in assessed value
this coming year when the County Assessor sends out the new valuations. These land
owners are clearly aware of the negative impact not having affordable power has had on
their land and they intend to step up in a very large way to demonstrate it with this
upcoming assessment.

Q Do you see any solutions to reverse the negative effects of this policy change?

A Without the complete reinstatement of this 1000' foot free policy, I see nothing.

Q In your professional opinion, what would you like to see?

A Without hesitation, I see the only possible solution being the complete reinstatement of
this policy as it once stood. The cost, when averaged across the entire spectrum of APS
customers, would be minimal in contrast to the increased taxation they would experience.
Add the loss of revenue to the State, County and municipalities as well as the economic
impact this is having on those affected by the lack of development, all the way from
upper-management professionals on down to day laborers and everything in between
which represents much of Arizona's vital economy and the solution is crystal clear. I
respectfully submit the only possible answer is the complete reinstatement of this l 000'
free policy as it once was so our entire State can benefit.

[Summary of pleading] 3
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• Direct Testimony of Todd m. Wyllie

on behalf of Barbara Wyllie-Pecora

Docket No. E-01345A-08-0172

PLEASE STATE YOUR NAME AND BUSINESS.

Todd m. Wyllie, real estate investor, holder of real estate notes

Q. WHY SHOULDTHE ACC REINSTATE A FREE FOOTAGE ALLOWANCE FOR RESIDENTIAL POWER

EXTENSIONS TO APS CUSTOMERS?

Arizona's economy has always been greatly affected by its ability to grow. With the economy as

bad as it is the loss of the free footage allowances on power extensions (version 8 of schedule 3

had the first 1,000ft of an extension for free when a customer built a home) came at a very bad

time. When a person purchases a proper for $30,000 and power was to come free when he

built his permanent residence, and under the new policy the power alone is going to cost close

to what he paid for the land, he is going to let the property go back to the note holder or the

bank. l know of buyers who have given their property back to the lien holders due to the

expense of extending power to their property. M & l Bank has especially suffered. The small

builder and the owner builder are what we need to get the economy jump started. Bring back

the first 1,000ft free extension and let's maintain what's left of Arizona's property values, and

keep Arizona's economy going.

It isn't that APS has to run power to all properties in Arizona. It's just that in the event that a

land owner is able to build a permanent residence power is available.

DOESTHIS CONCLUDE YOUR TESTIMONY?

A.

A.

A.

Q.

Yes.
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PLEASE STATE YOUR NAME AND BUSINESS, AND BACKGROUND

Chad C. Fisher,  real  estate agent  in Arizona,  land owner.  Since 2004 I  have worked for a fami ly-
owned real  estate investment  business the deals exclusively in the purchase and sale of  vacant
land.  I  have wi tnessed f i rst -hand the impact  of  the latest  resident ia l  power extension pol icy on
the rural  areas of  Maricopa County.

WHAT IS THE PURPOSE OF YOURTESTIMONY?

My test imony opposes the Set t lement  Agreement  f i led on June 12,  2009 and I  recommend the
Commission include changes to service schedule 3.  I  wi l l  be discussing service schedule 3
speci f ical ly in my test imony.

Q. PLEASE DISCUSS THE CHANGES YOU WOULD LIKE TO SEE MADE TO SERVICE SCHEDULE 3, AND

ANY OPPOSITION YOU HAVE TO THE PROPOSED SETTLEMENT AGREEMENT.

I  am opposed to any decision that  addresses the pol icy of  l ine extensions to cont inue on to a
generic docket  for the 2011 APS rate case.  We have support  of  many county agencies and
professionals that  discuss the negat ive impact  of  the increased hook-up fees have had on
indiv iduals and the economy that  requi re act ion now.  The issues (I  refer to the packet  submi t ted
by Arizonans for Fai r Power pol icy submi t ted to the docket  on February 2"d,  2009,  on the behal f
of  Barbara Wyl l ie-pecora) facing many customers,  especial ly in rural  areas wi l l  not  be al leviated
in two years.  I  also refer to the economic impact  study completed by El l iot t  D.  Pol lack &
Company (submi t ted on behal f  of  Barbara Wyl l ie-pecora wi th her d i rect  test imony f i l i ng,  July
22,  2009)as part  of  as evidence for the urgency to make changes to service schedule 3 on the
current  APS rate case.

A.

A.

A.

Q .

Q .

l support a free footage allowance of 1,000ft with a $25,000 cap, which is the same line

extension policy that was in place prior to July 2007. It is my understanding the any changes to

service schedule 3 must remain revenue neutral. The testimony of David Rumolo states the

estimated impact of returning to the prior service agreement of 1,000 ft free (if under $25,000)

to be $5,960,000 in 2010 and increased to $10,000,000 in 2012. Also in his testimony he stated

that in order to remain revenue neutral, APS estimates that each $5,000,000 of reduced

schedule 3 revenues would require an additional rate increase of roughly $.20 per month. I

would gladly pay $.20 to $.50 per month so customers, such as Debora Morrow's father, can

extend power to their property. His estimate was, l believe, over $4,000. So he is faced with a

cost he cannot afford. It is a situation many customers of APS face because they cannot get

financing due to their poor socioeconomic status and/or the current credit crisis this country is

in. To further aggravate their situation, and due to the monopolistic nature of state utilities, the

customer cannot cost compare with other utility providers. So the cost cannot be paid and

cannot be financed. This situation is the alternative to APS customers facing a rate increase of,

at most, $.50.
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I propose 4 options to Service Schedule 3. I do not know the estimated impact to the settlement
revenue levels of schedule 3. These options are for residential, non-subdivision extensions only.

Option 1

Reinstate the 1000 ft free policy from version 8 of service schedule 3 that existed prior to July,
2007.

Option 2

Similar to APS Scenario 3 (from Attachment DJR-2-S of David J. Rumolo's direct testimony in
support of the settlement agreement) that provides a free footage distance with a cap.
Additional charges are assessed only to the distance over the free footage amount of the
amount above the cap. With this option, the customer also pays a $1,000 impact fee regardless
of extension distance or construction cost.

First 1000 ft. free (with $25,000 cost cap). Customer pays $1000 impact fee.

First 750 ft. free (with $25,000 cost cap). Customer pays $1,000 impact fee.

Option 3

Regardless of distance, new customers receive a $25,000 credit. Customer pays $1,000 impact
fee and pays balance of charges over $25,000.

All Options will have a customer refund. When additional customers connect within 300 ft. of a
customer funded extension, the initial customer will receive a "Refund Certificate" that can be
presented to Company for 100% refund within 5 years of the date of initial customer funded
construction.

THE NATIVE AMERICAN RESERVATIONS IN APS SERVICE AREAS ARE EXEMPT FROM THE
CURRENT SERVICE SCHEDULE 3 POLICY AND STILL RECEIVE FREE FOOTAGE ALLOWANCES. HOW
DO YOU FEEL THIS APPLIES TO REINSTATING FREE FOOTAGE TO APS SERVICE AREAS THAT ARE
NOT IN NATIVE AMERICAN RESERVATIONS?

The Navajo Nation, in 1999, had 40.1% of families in poverty status, and 42.9% of individuals.
(Source: Census 2000, taken from www.navaiobusiness.com). There is obvious socioeconomic
need for the exemption. Nearly half of the Navajo Nation's families live in poverty, and they
cannot be expected to get financing for power extensions, let alone pay in entirety, the cost of
line extensions.

Q.

A.

According to the 2000 census, Apache County had the highest total percent of the population
living below proper at 37.8%. They were followed by Navajo Count (29.5%), Santa Cruz
County has the third at 24.5%, Graham Count (23%), La Paz County (19.6%), Yuma County
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(19.2%) and Coconino County (18.2%).  The poverty rate in the State of  Arizona in 2000 was
13.9% (ext racted f rom w w w . ecanned . com ).  Most  of  the count ies in Arizona have a greater
poverty rate than the state average,  why should they not  be exempted as wel l? Surely the same
reasoning could apply to excluding other count ies that  may not  be as poor as the Nat ive
American Reservat ions.  Where should the ACC draw the l ine as to who can af ford,  and who
cannot  af ford power to thei r  homes? I  urge the ACC to reexamine and reinstate the version of
service schedule 3 that  existed prior to July 2007.

DOESTHIS CONCLUDE YOUR TESTIMONY?

A. Yes,  and thank the Ar izona Corporat ion Commission for  consider ing my test imony.
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In Opposition of Settlement Agreement
Arizona Public Service Company Docket No. E-01345A-08-0172

PLEASE STATE YOUR NAME, POSITION AND BUSINESS ADDRESS.

My name is Joel  n.  Lawson Jr.  I  am the Principal  Owner of  Integri ty Real ty & Assoc,  L.L.C.  Our
Of f ices are located at  8511 Concho Highway & 110 North Main St .  Snowf lake ,  Arizona ,  85937

Q. PLEASE SUMMARIZE YOUR PROFESSIONAL BACKGROUND AND EXPERIENCE?

I  am the principal  owner and designated broker of  Integri ty Real ty & Assoc,  LLC,
I  have served several  years on the board of  d i rectors of  the Whi te Mountain Associat ion
of  Real tors and current ly serve as President  Elect .  l  have completed a course in
appraisals wi th the Appraisal  Inst i tute at  Arizona State Universi ty .  I  have served
several  years on the Navajo County Planning & Zoning Commission and am current ly
the Vice Chai rman for the Commission.  I  have sold or been the broker supervising over
1000 escrows in rural  Arizona .

Integrity Realty & Assoc, L.L.C. has vast experience in working with power utility

Companies in the extension of power to properties in rural areas. We often sell property

that is from a couple of feet to a several miles from power.

WHAT INTEREST DOES INTEGRITY REALTY & ASSOC. LLC & JOEL LAWSON HAVE IN THIS DOCKET?

We are often asked what buyers can expect, concerning the cost of extending

power for domestic use, or if they can realistically expect to obtain grid power at

a reasonable or practical price. Instead of answering directly we refer them to the

util ity company (Aps), where the have been told recently that they must pay

$500.00 non-refundable in order to even be given an answer. As a company we

have seen many property owners have their property devalued due to the current

policy that, APS the Corporation Commission and other utility companies have

adopted eliminating the 1000' free power extension. What use to be a part of

customer service at no charge, can now cost $15,000 to $20,000.

This means that  large groups of  property  owners who previously  bought  property
bel iev ing that  they could extend power at  l i t t le  or no cost ,  now have property they

can not  af ford to bui ld on,  due to the cost  of  power.

A.

A.

Q .

Q.

A.

As a ci t izen of  our state I  bel ieve this pol icy wi l l  stop development  especial ly
for the individual  and add $15,000 to $20,000 to the price of  any home bui l t  by a
developer.  Al though the developer wi l l  be less impacted because they can spread
the cost  a l i t t le and wi l l  just  pass the cost  on to the buyers of  thei r product .
Devalued land means lower taxes as prices drop or value disappears al together. .  Is
our state prepared to have property values drop drast ical ly in al l  rural  areas of  the
State and suf fer the reduct ion in revenue i t  wi l l  surely create.
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This disproportionately affects those in rural areas. Those in rural areas do not have

the developer interest in their areas that large cities do. This also greatly affects

those who might have property that they had planned to provide to their children

for homes. This property will no longer be of value to their children due to the cost

of extending power even a short distance.

Although I am sure in the hearing where APS made its case for doing away with

this free power extension they claimed it would help them avoid rate increases. Is it

not true that from that time, they have already been back 3 times for higher rates so

It appears it did not avoid rate increases.

DOESTHIS CONCLUDE YOUR TESTIMONY?

A. YES.
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Q. PLEASE STATE YOUR NAME AND BUSINESS.

Gary Stultz. I am land Investor/land owner and have been involved one way or another in real

estate investment my whole life.

ARE YOU FAMILIAR WITH THE CHANGES TO THE APS EXTENSION POLICY AND HOW/WHEN DID
YOU LEARN ABOUT IT?

A. Yes, I did not hear anything about these changes until after they had already taken effect. I

would have thought that an issue of this magnitude would have been made a little more public

prior to the change. l would have liked to have the opportunity to express my opinion in some

sort of public hearing.

HOW DID THESE CHANGESAFFECTYOU AND YOUR BUSINESS?

The value of raw land is based mostly on its ability to support a home or business. Without

electrical service we jokingly refer to it as a "camping spot." As you can imagine, it doesn't have

much value. Additionally, the changes load the market with uncertainty. in the past, buyers

were able to purchase property with confidence of extending power to the property at some

later date. The new policy leaves the potential cost of these extensions a mystery to the land

owner. He has no way of knowing what the cost will be and cannot plan ahead and arrive at a

fair price for the land without this information. Ultimately, the potential buyers have chosen

not to buy and build.

Q. IN YOUR OPINION, HOW DO THESE CHANGES AFFECT THE VALUE OF THE PROPER1*V YOU DEAL
WITH?

Economics can often be very simple. If I have two identical properties for sale (one with power

to the proper and one without) the value of the second property is lessoned directly by the

amount of the power extension to the property. l have seen this scenario play out with real

buyers searching for property to build homes. Almost all potential buyers intending to build a

home have a budget for the project. The cost of the extension most often effectively kills the

transaction. Since the current policy started I have lost most of my sales due to the added

burden of this policy.

Q. HOW DO YOU FEELTHIS WlLLAFFECTGRO\NTH IN ARIZONA?

From my experience, I see this as an absolute road block to growth.

DOESTHIS CONCLUDE YOUR TESTIMONY?

A.

A.

A.

A.

A.

Q.

Q.

Yes.
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Q- PLEASE STATE YOUR NAME, POSITION, AND BUSINESS BACKGROUND.

A. Gary T.  Nelson.  I  am an Associate Broker wi th Real ty Execut ives of  Flagstaf f .  My of f ice is located
at 15 E. Cherry Avenue, Suite 101, Flagstaff ,  AZ 86001. Addit ional ly,  I  am a Regional Vice-
President  of  The Arizona Associat ion of  Real tors.

Q. PLEASE SUMMARIZE YOUR EDUCATION AND PROFESSIONAL EXPERIENCE.

A. I  at tended Northern Arizona Universi ty f rom 1985 through 1989 in Civ i l  and Mechanical
Engineering.  I  have been a l icensed real  estate agent  since November of  1994.  I  obtained my
real  estate Broker's l icense in 1998.

I  have served as President  of  the Northern Arizona Associat ion of  Real tors in 2001.  I  have been a

member of  the Board of  Di rectors the Arizona Associat ion of  Real tors f rom 2002 to present .

Addi t ional ly,  I  served on the Board of  Di rectors of  the Nat ional  Associat ion of  Real tors f rom

2002 through 2008.

Q. WHAT IS YOUR INTEREST IN THIS DOCKET?

A. As a real  estate broker sewing areas of  rural  Arizona,  I  have experience in represent ing cl ients in

the purchase and sale of  rural  property.  Vast  areas of  Arizona are not  serviced by ut i l i t ies,  of

which the most  important  is e lect r ic i ty.  Wi th elect r ic service to a parcel  or area,  most  common

l iving at t r ibutes are obtainable.  Light ing,  heat ,  cooking and internet  access are only a few of

these.  Wi thout  elect r ic i ty,  most  of  these common l iv ing necessi t ies are ei ther di f f i cul t  or

impossib le to obtain.

Northern Arizona has a far greater chal lenge than other areas of  the state for obtaining elect r ic

service.  Wi th only 17% of  avai lable land being privately owned,  vast  areas are ei ther federal  or

state lands and are not  sewed by ut i l i ty companies.  Elect ric service just  is not  avai lable.

However,  many areas do have service readi ly avai lable and nearby.  Connect ing to that  service is

cost ly and great ly impacts ci t izens'  abi l i t ies to obtain service,  i f  at  al l .  Huge t racts of  Northern

Arizona are dedicated as Reservat ion lands.  The ef fect  of  not  providing ut i l i t ies to is readi ly

not iceable.  Wi thout  power,  fami l ies have no l ight ing,  heat ing f rom potent ia l l y  dangerous

sources,  no internet  connect ion,  much less a lack of  conveniences that  most  of  us take for

g ran t ed .

The move to el iminate no-cost  elect r ical  service extensions to resident ial  lots and subdivisions
wi l l  be ast ronomical .  By bearing the cost  of  instal l ing service to a parcel  where service is nearby,
few ci t izens wi l l  be able to obtain that  service.  Many see the el iminat ion of  service as an
at tempt  to l im i t  growth and "sprawl "  in rural  areas.  However,  these parcels are and wi l l
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continue to be in private hands. They will be inhabited. But basic services will not be available.

The owners or tenants of these properties will then live without many necessities, many living in

squalor.

Arizona is and will continue to be a rural state. We are still "catching up" with the idea that
utilities are a basic right for citizens and a service that government provides to its citizens and
"catching up" with actually providing those services to the rural citizenry. To remove the ability
of many of its citizens to obtain basic services challenges the duty of that government to its
citizens. As a Commission, your duties are to the citizens of the State of Arizona. Providing basic
living necessities is one of society's biggest challenges. In a rural state such as Arizona, the
challenge is bigger and it is imperative.

I ask that the move to eliminate no-cost electrical service extensions to residential lots and

subdivisions be denied. As a rural state, Arizona will be abandoning a basic service to its citizens

and I ask that you, as a Commission continue to provide a 1000 utility extension onto private

property.

Q. DOESTHIS CONCLUDE YOUR TESTIMONY?

A. Yes.
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PLEASE STATE YOUR NAME, POSITION AND BUSINESS ADDRESS.

Joyce Murray, REALTOR®, RE/MAX Assured, 111 E. Monroe Ave., Suite 101, Buckeye, Arizona,
85326

WHAT ISYOUR BACKGROUND AND INTEREST IN THE PROPOSED APS SETTLEMENT?

I am a college graduate from Moorpark College, Moorpark, California. l received my Associate fo

Arts Degree in 1974. As a small independent business owner since 1975, I feel that what

happens around us in our current environment to make our business survive is important! Since

1999, I chose to do land sales as a REALTOR®, a profession that I thoroughly enjoy. The current
APS schedule 3 negatively impacts my business.

WHY DO YOU FEELTHE ACC SHOULD REINSTATE A FREE FOOTAGE ALLOWANCE ON RESIDENTIAL
POWER EXTENSIONS TO APS CUSTOMERS?

Part of the mechanics to selling land is power and water availability. Power being the main

source of making a sale beneficial to a buyer. One great aspect is the fact that a buyer/end user

would have the availability of power to help make their dream come true; to create an

environment on a piece of land that they fell in love with. That of course was the case, when we

as land salesmen could offer the buyer the 1,000 feet free policy that APS was offering to help

cut the costs of developing. Now with the change in APS policy, these buyers are faced with

more expense, an additional $25,000.00 plus in costs. This new policy has affected our industry

with tremendous negative impact. The agent, the buyer, the end user now does not have a

clear and precise cost in order to proceed with development. Because of the lack of information

and exact costs, our industry is suffering and well as our means of existence. Don't they

understand why we are faced with this change? Basically APS has pulled the rug out from

underneath our livelihood as REALTORS®. Why? This does not make any sense! Also, APS

virtually cut-off a main source of income for the county of Maricopa as well as all counties in the

State of Arizona. What about the values of State Trust Land?

Please explain to me the reasoning behind APS's decision to do this.

Q. DOESTHIS CONCLUDE YOUR TESTIMONY?

A.

A.

A.

Q.

Q.

A. Yes.
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PLEASE STATE YOUR NAME AND BUSINESS, AND INTEREST IN THIS DOCKET.

A. My name is Jan Campbel l  and I  am a Real Estate Agent that  special izes in vacant resident ial  land.

The majori ty of  the propert ies l  represent  are in the West  val ley.  I  am a nat ive of  Phoenix and

have exper ienced the incredib le urban sprawl  f i rs t  hand.  Most  of  the growth was made possib le

by f lexib le and real ist i c  ut i l i t y  pol ic ies that  a l lowed for and encouraged ut i l i t y  movement .  The

new regulat ions that  Arizona Publ ic Service (APS) has imposed on power extensions is causing

ant i -growth and is having a huge impact  on property values that  do not  have power to the

property.  As a resul t ,  the land market  has been adversely af fected and this has been unfai r to

the land owners.

HOW HAS THE POWER POLICY CHANGE AFFECTED YOUR BUSINESS?

This power pol icy change has had a huge impact  on my normal  business pract ices.  Most  of  my

cl ients that  are wishing to move to the rural  areas are doing so to escape the ci ty l iv ing problems

and l i ve more af fordabi l i t y .  Many of  them choose the rural  l i v ing because i t  af fords them a

bet ter qual i ty of  l i fe and f i ts into thei r budgets.  This pol icy change has made the dream land

owners have of  bu i ld ing a home noth ing more than a dream.  Most  cannot  af ford the ext ra cost

associated wi th bringing elect r ical  service to thei r property.

HOW HAS THE POWER POLICY CHANGE AFFECTED YOUR CLIENTS?

I  have had numerous c l ients that  have purchased property w i th intent ions of  const ruct ing thei r

dream home in the future.  They have purchased speci f i c  propert ies w i th  the understanding that

APS would extend power to thei r  propert ies up to 1000 feet  w i thout  a cost .  Today wi th these

pol icy changes,  these same power extensions are going to cost  thousands of  dol lars and most

l i ke ly w i l l  prevent  thei r  dream homes f rom becoming a real i t y .  I  do not  see how the Arizona

Corporat ion Commission feels that  this new pol icy is in the best  interest  of  the general  publ ic.

Q. HOW HASTHE POWER POLICY CHANGE AFFECTED YOU PERSONALLY?

A.

A.

A.

Q.

Q.

I  have personal ly purchased vacant  land for investment  purposes.  My goal  has been to spl i t  the

propert ies down into smal ler parcels to make them more af fordable for the end user.  This

power pol icy change has af fected the value of  my investments great ly.  As an example:  One of

my propert ies has a power pole located in  the Southwest  corner of  the property .  W i th the o ld

pol i cy l  could have the power t ransformed down and brought  onto the property  at  a  reasonable

cost .  Today the cost  thru APS is $7,800.  This has a very negat ive impact  on the value of  my

property and al l  other propert ies located wi thin the APS service areas.
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These new changes in the policy have dramatically affected the value of all properties with or

without power to the property l ine. In effect, these new policies wil l prevent the future

movement of power lines and make the majority of rural land almost worthless. This drop in

value will lower the tax base and have a tremendous effect on the Arizona economy. I do not

feel that this policy is in the best interest of the public or anybody whom has an interest in real

estate. Please reconsider these policy changes and be aware of the long term effect of not

changing the policy.

Q. DOESTHIS CONCLUDE YOUR TESTIMONY?

A. Yes.
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PLEASE STATE YOUR NAME, POSITION AND ADDRESS.

Debra Morrow.  I  work for Pima County as an Animal  Care Of f icer in Ajo,  AZ.  My address is 2150

N Rosser Rd. Ajo, AZ.

WHATYOUR PROFESSIONAL BACKGROUND?

I  have been an Animal  Care Of f icer for over 20 years.  I  am current ly the Vice»president  of  the
Western Pima County Communi ty Counci l .  My personal  t ime is spent  on Communi ty Service
promot ing Humane Animal  Care and Pets for Seniors,  establ ishing a Communism Recycl ing
program and a non-prof i t  Animal  Rescue organizat ion.

HOW DOESTHE EXISTING APS EXTENSION POLICY AFFECTYOU?

For the past  8 yrs I  have been planning and saving slowly to put  a mobi le home for my elderly

parent  on the far s ide of  my resident ia l  property in Ajo.  l  purchased a used home and located i t

on my land near the road but  farthest  f rom my personal  residence.  l  contacted APS 5 yrs ago

about  hooking up an addi t ional  service to the home and was then told l  needed to instal l  a

Sept ic system prior to elect r ical  hook up.  i t  took me another 5 years to save the money for a

sept ic system.  l  instal led the sept ic this past  summer,  Aug 2008,  and re-contacted APS about

insta l l ing service.  I  was to ld that  I  would now have to pay approximately $7000 for power to be

brought  a mere 70 feet  to the edge of  my property plus I  wi l l  a lso bear the cost  of  bringing the

l ine to the house another 60 feet .  I t  wi l l  take me 5+ yrs to save that  money on my salary.

My father is an 83 yr old WWII  veteran who l ives on his Social  Securi ty Income of  $1100/mo.  He

lost  his wi fe of  40 yrs last  July and wants to l ive near his only daughter.  The cost  that  APS is

imposing on us is  exorbi tant .  l  have had to reth ink my opt ions due to the cost  of  e lect r i cal

hook-up.  I t  w i l l  be less expensive to add a room onto my exist ing home that  i t  w i l l  be to get

electric service.

I  only hope that  I  can acqui re service before my father is unable to l ive independent ly.

DOESTHIS CONCLUDE YOUR TESTIMONY?

A.

A.

A.

Q.

Q.

A. YES,
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Q. PLEASE STATE YOUR NAME AND BUSINESS, AND BACKGROUND

John Diaz,  I  was born and raised in Los Angeles,  CA. I  owned a sign business f rom 1998-2003.  In
2003 I  became a Real Estate Sales Agent unt i l  2008.

Q. WHAT IS YOUR EXPERIENCE WITH SERVICE SCHEDULE 3?

I  started sel l ing homes and land in Phoenix,  and the west  val ley.  I  soon not iced that  in the

Hispanic market  there were few Real  Estate agents that  sold land.  I  began to research land and

what  i t  would take for people to real i ze thei r  dreams of  owning or bui ld ing thei r  own home in

the rural  areas of  Maricopa county.  At  the t ime APS had a no cost  power extension wi th a

$25,000 cap.

This was the most  important  th ing that  these cl ients wanted as part  of  the purchase of  thei r

land for the future home.  I  would g ive these c l ients documentat ion f rom APS about  the 1000'

extension and guidel ines.

On several  occasions I  would get  phone cal ls f rom cl ients who had purchased land f rom me to

help them wi th paperwork on get t ing power to thei r  land,  s ince they had a l ready began wi th

const ruct ion of  thei r home and had chal lenges wi th the Engl ish language.  Al though this was no

longer my responsib i l i t y ,  I  would take the t ime to help them out .

On one of  my t r ips to the APS of f ice in Buckeye,  they informed me and my cl ient  that  by the

t ime the c l ient  was ready for power (4 weeks) they no longer would honor the 1000'  extension

for the i r  c l ients.  I  was devastated.  then had to turn around and in form my c l ient  of  th is .  My

cl ient  started crying r ight  there on the spot  s ince they were almost  ready to move in and only

had enough money to cover the hook-up of  power,  and moving expenses.  The only th ing that  I

could do at  the moment  for my c l ient  was to te l l  her that  I  would help her out  somehow.

Walking out  of  the APS of f ice my cl ient ,  I r is,  said to me "Why are they doing this to me,  they are

going to make money f rom al l  the power l  pay them,  and other people f rom that  same

extension! "  I  s imply looked down and shook my head.

I  immediately thought  of  a l l  of  my cl ients that  had purchased land to bui ld a home wi th in 1 or 2

years of  buying.  Then I  thought  of  al l  of  the people in the state that  would be devastated by this.

That  same day I  cal led al l  the real  estate agents that  I  knew to tel l  them about  this.  NO ONE

knew about  the extension cancel lat ion that  APS was about  to do.

I  made al l  the phone cal ls l  could possibly do to APS to stop this,  or at  least  for this cl ient ,  but  no

one would  he lp .

A.

A.

The only th ing I  could do was of fer a generator for I r is s ince there was no other opt ion for them.

I  bought  a used generator for them (S3,500) f rom my own money.  I  was asked by my f r iends
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"why are you doing this for them, it's not your fault?" I told my friends "Kids don't care who's

fault it is, they just don't want to be hot in the summer." I personally delivered the generator to

them. As months went by, I could not sleep thinking of what they are going through, I visited

them to see how things are going, and the generator had broken down. They had it fixed a

couple of days later. I asked them how much is fuel costing? They said $30 a day, depending on

the cost of gas. It made me sick to my stomach. These are people that barely make ends meet,

and to have to pay this was crazy. The only consolation that I had at that time was to see their 3

kids playing in the house in front of the cooler. told Iris that would help pay for gas as long as l

could if things got tougher for them.

A couple of months went by and gas prices increased to $4.50 a gallon. I got a call from Iris. My

sales had plummeted since people were not interested in buying land anymore since they could

not get power. still had my promise to Iris, so I asked her if $300 a month would help. told her

I didn't know for how long l could help her. I was able to do this for about 6 months, until I could

no longer af'ford to be in the real estate business anymore.

Amount Iris paid for land $30,000

APS cost originally: $1,650 (apron.)

Current APS cost for power extension: $17,000

Current land value $10,000 (apron.)

Iris is still living on the property.She cannot afford to move her mobile home.

Please consider reinstating the power extension policy as was prior to July 2007 for Iris and

thousands of other land owners.

Q. DOESTHIS CONCLUDE YOUR TESTIMONY?

A. Yes.


